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| |

Professional values and ethics (E)

> BB XEXE:

PLIFREEENBIRATIAE. XIGEEFMIRERIX=IRAE. P1NRESE

BB ERRY F1ERFAEH0 F8 IRAEA AR B EYINEAR. 15512 F NFENEERE D |, &

PlHIABESEENE  FEXEIEAGHIEE.

Syllabus
_________ - GRE . Professional
H (P1 papers
Professional : _____
Ethics Module AA (FB)
F.
o AB (F1)

SEHhAE: EXEWEI A XSRS 388 SEERL 2 B [ 8 &
HiE: 400-600-8011 mdk: www.gaodun.cn
& 021-61999158 | 1&CoH#e: 021-61679188 |  #HMo#&s: 0571-28807208 | #HMo#

: 0512-62868863



=)
Wﬂiﬁwﬁ SRUBREBEIAS RS
> iR

P1 R9EIHRT R 3 /N\eT , DA ERS |, A BR—IE& 50 D wsied | RIS

HrRET | B B HBE=EREE 25 7, JLMBEREFE. 2014 5F 12 BRIEHR

BiRBEHTE.

> #hIBENAIEETL :

2014 5 12 BENET—LHZE , FETEHDORINS , PARTA &, the key

underpinning concepts HEARBNA , #FEET+—1 , £7 innovation [
scepticism , & 7T —EHRAINZ , Public sector governance , EEE—mREIJAY
NEXTIX—8 , @EEFEE. B UREARINZRE PARTE 8%, &
E2D RYERS , #FOOT strategic CSR, i E7 BIBRS , DN TRARIRIE , MEHRE | 3
Ba , SN T ExrseE. ESCMRSH IR, £2014 F£6 BRY
FinE  BRERNNES=FF. ERKRIIEFHE , REUBEIFEA— I AELN.

RS , FROE MBI T SR LRDEN—EERD |, —RIFRERRRIEEAS.

SERHhhE: BRI OXFITIERS 388 SHIERL 2% B E 8 #%
HiE: 400-600-8011 mdk: www.gaodun.cn
AT ERS: 021-61999158 | f#&3CHoRe: 021-61679188 | HuMloR:: 0571-28807208 | M 4o#s: 0512-62868863




AY
2014 £F ACCA FTARE R B L2NE

Corporate Reporting (P2)

> EIlEHNE -
P2 (AEIRE) 2 F7 (MBIRE ) WESEE | SEIMRAERSHF ST

HENRERIARERIAE TSR EFRBESERIZASHME. P2 EESAMK

ok

B9

=

ANERIR | RIBELSNSTTRUFBERSTHEN |, SHhERE S HY SRR
FTEE SRS IR EHELR ;

2. KWEZERIRFIMTIAYREISR , SfEIFRFIERMPNEL

3. KNERNHERIUTITRINA S S HTRE NI QTR SHIFN

4. KNZFR—ESTHEN SRR RENWIAR BNV S IR ERIFNE,

> ENEERBTREEE :

P22 ERilE T K

o2%

o /A

4a%

46%

44% L L L L 1 1 1
201063010512 B01156R 0115 12 B 01256 B012512R 01356 R 0135127

SERHhhE: BRI OXFITIERS 388 SHIERL 2% B E 8 #%
HiE: 400-600-8011 mdk: www.gaodun.cn
AT ERS: 021-61999158 | f#&3CHoRe: 021-61679188 | HuMloR:: 0571-28807208 | M 4o#s: 0512-62868863



http://www.accaglobal.com/students/acca/exams/f8/

Sm B =4
‘“E',]EEEFEE SRUMSIBBINSRN

> RS .

The professional and The financial Current developments
ethical duty of the reporting framework (B) (H)
accountant (A)

Reporting
the financial
performance of entities (C)

y

Financial statements of
groups of entities (D)

v
> Specialised <
entities (E)

A4

v

Implications of changes in
accounting regulation on
financial reporting (F)

v

The appraisal of financial
performance and position of |«
entities (G)

v

v

> EIEXEXE:
P2 IR ACCA MSAIHAR FIRIE—I 1EE , BRAIE F3. F7 RIS

IRIZ 7£ F3 0 F7 fIEM EEINRN S REENSIHENRZEE I AAXANR
TS HITHIBES. 1 P2 RELRBEEXREKAIZ ACCA NEE—IIRIE P7 (BR

ERITANLSIE )

SEHhAE: EXEWEI A XSRS 388 SEERL 2 B [ 8 &
HiE: 400-600-8011 mdk: www.gaodun.cn
AT ERS: 021-61999158 | f#&3CHoRe: 021-61679188 | HuMloR:: 0571-28807208 | M 4o#s: 0512-62868863




2N
""‘ . — &
WEE@H% LBRUBTREAS SR

CR AAA
(P2) [T )

T

FR (F7)

T

FA (F3)

> Fi

P2 RIERIFHERIIEA 15 5% , FhAHA 3 /T, D ARDED | A o —E=R

[

50 DAk , ERNEREHEGHUSRE  SEGHASREFRIBAY SRS
AIEIRR ; B MoHBE=EREE 25 & , JLUBEREES , BEEWERAIDHT , —

EFITEINCIAR , EREIOEANEMEBORE.

> FRIEEHEZEWL :
RURTIS | M 2014 £ 9 BFFIAR P2 %08  IREHIINBIAER, (EREXH

RELE—EMAE. ITHERSRINEE | BANSGLARBRIRZUEIREE , 20T ¢

Prior Year Study Guide Syllabus Content

A3 b) THICEIRGE IR SAMEIRE WICBR GG IR S IMELRE

H1 b) M MELADREEREESEZSR | I NEN A DIREEEERRGEIRE

SHHEHRIERK TEZRTRIZEK

SERHhhE: BRI OXFITIERS 388 SHIERL 2% B E 8 #%
HiE: 400-600-8011 mdk: www.gaodun.cn
AT ERS: 021-61999158 | f#&3CHoRe: 021-61679188 | HuMloR:: 0571-28807208 | M 4o#s: 0512-62868863




“tx7

ITORR: 021-61999158 |

f'\
= I &

GOLDEN FINANCE

ERMELIEBFIINS KR

El a) MSIREETWAY , IFBFIMEFINIE

FHRILE]

BENFRIANRZAREERNRZZMNE
RS, ERFIAHEBRS, (HPEE, &

FREPAY IAS 41 Rk, BRIl

SEEBE— RSB X RERFEERE
BYFIRR )

M 2014 F 9 BZ/ER9EE | XEBHNEEPR N HIERIIENENFIER , t0—T

Efrf=. (BREERNGHhEE LW,

SR RESE R AFR —LL drafts A,

Clla) iJiCs M IBREFMMZIRE LN

[ERRRIRERIRTT .

AT F/NPEPIERE develop —&

THEN,

Cllo) WieRRR3IBERmERR
TR EAEIOAT) | SIEHE. %

fie&r=, ZRbTH. defined benefit 71X 2>

B,

A4 IFRS $Had/NEL IV AY—LE ]

B BiEE.

> Finz:

P2 RYFERBTH<ID 15 S #PRISHERTIELAR 3 NJRYIENE A E, FHAAEH

REEBETW., BHXDHENES

\

A 2—EY

25 DE,

section A 1%&IFERR

, section B fi#&&h, Section

B, 5MEA 50 73, Section B N\=RAAEERAME: , £ESN

DERHAE: BT O X f TSRS 388 SHE L 3 B EE 8 #%
FHiE: 400-600-8011 mik: www.gaodun.cn

HILHK: 021-61679188 |

MM AR 0571-28807208 |

FM L 0512-62868863



AY
= P £

GOLDEN FINANCE

> RRBYGIZE:

o
7

ERUESERBIAS HM

Section A fRHISHIRE

Marchant Group: Draft statements of profit or loss and other comprehensive income for the vear ended

30 April 2014,

Revenue
Cost of sales

Gross profit

Other income
Administrative costs
Other expenses

Operating profit
Finance costs
Finance income

Profit before tax
Income tax expense

Profit for the year

Other comprehensive income - revaluation surplus

Total comprehensive income for year

Marchant

Sm
400
(312

88
21
(15)
(35)
59

(5)

[#3]

= oy
o<

|U||i—~|.l"_'-|
it fa=] —

Nathan

sm
115
(65)
50
7
(9)
(19)
29

19

Option
$m
70

The following information is relevant to the preparation of the group statement of profit or loss and other
comprehensive income:
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1. On 1 May 2012, Marchant acquired 60% of the equity interests of Nathan, a public limited company. The
purchase consideration comprised cash of $80 million and the fair value of the identifiable net assets acquired
was $110 million at that date. The fair value of the non-controlling interest (NCI) in Nathan was $45 million on
1 May 2012. Marchant wishes to use the ‘full goodwill' method for all acquisitions. The share capital and
retained earnings of Nathan were $25 million and $65 million respectively and other components of equity were
$6 million at the date of acquisition. The excess of the fair value of the identifiable net assets at acquisition is
due to non-depreciable land.

Goodwill has been impairment tested annually and as at 30 April 2013 had reduced in value by 20%. However
at 30 April 2014, the impairment of goodwill had reversed and goodwill was valued at $2 million above its
original value. This upward change in value has already been included in above draft financial statements of
Marchant prior to the preparation of the group accounts.

2. Marchant disposed of an 8% equity interest in Nathan on 30 April 2014 for a2 cash consideration of $18 million
and had accounted for the gain or loss in other income. The carrying value of the net assets of Nathan at
30 April 2014 was $120 million before any adjustments on consolidation. Marchant accounts for investments
in subsidiaries using IFRS 9 Financial Instruments and has made an election to show gains and losses in other
comprehensive income. The carrying value of the investment in Nathan was $90 million at 30 April 2013 and
$95 million at 30 April 2014 before the disposal of the equity interest.

3. Marchant acquired 60% of the equity interests of Option, a public limited company, on 30 April 2012, The
purchase consideration was cash of $70 million. Option's identifiable net assets were fair valued at $86 million
and the NCI had a fair value of $28 million at that date. On 1 November 2013, Marchant disposed of 2 40%
equity interest in Option for a consideration of $50 million. Option's identifiable net assets were $30 million and
the value of the NCI was $34 million at the date of disposal. The remaining equity interest was fair valued at
$40 million. After the disposal, Marchant exerts significant influence. Any increase in net assets since acquisition
has been reported in profit or loss and the carrying value of the investment in Option had not changed since
acquisition. Goodwill had been impairment tested and no impairment was required. No entries had been made
in the financial statements of Marchant for this transaction other than for cash received.

4. Marchant sold inventory to Nathan for $12 million at fair value. Marchant made a loss on the transaction of
$2 million and Mathan still holds $8 million in inventory at the year end.

5 The following information relates to Marchant's pension scheme:

sm
Plan assets at 1 May 2013 48
Defined benefit obligation at 1 May 2013 50
Service cost for year ended 30 April 2014 -
Discount rate at 1 May 2013 10%
Re-measurement loss in year ended 30 April 2014 2
Past service cost 1 May 2013 3

The pension costs have not been accounted for in total comprehensive income.

6. On 1 May 2012, Marchant purchased an item of property, plant and equipment for $12 million and this is being
depreciated using the straight line basis over 10 years with 2 zero residual value. At 30 April 2013, the asset
was revalued to 513 million but at 30 April 2014, the value of the asset had fallen to $7 million. Marchant uses
the revaluation model to value its non-current assets. The effect of the revaluation at 30 April 2014 had not been
taken into account in total comprehensive income but depreciation for the year had been charged.

7. On 1 May 2012, Marchant made an award of 8,000 share options to each of its seven directors. The condition
attached to the award is that the directors must remain employed by Marchant for three years. The fair value of
each option at the grant date was $100 and the fair value of each option at 30 April 2014 was $110. At
30 April 2013, it was estimated that three directors would leave before the end of three years. Due to an
economic downturn, the estimate of directors who were going to leave was revised to one director at 30 April
2014. The expense for the year as regards the share options had not been included in profit or loss for the current
year and no directors had left by 30 April 2014,

8. A loss on an effective cash flow hedge of Nathan of $3 million has been included in the subsidiary's finance
costs.
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9. Ignore the taxation effects of the above adjustments unless specified. Any expense adjustments should be
amended in other expenses.

Required:

(a) (i) Prepare a consolidated statement of profit or loss and other comprehensive income for the year ended
30 April 2014 for the Marchant Group. (30 marks)

(i) Explain, with suitable calculations, how the sale of the 8% interest in Nathan should be dealt with in
the group statement of financial position at 30 April 2014. (5 marks)

(b) The directors of Marchant have strong views on the usefulness of the financial statements after their move to
International Financial Reporting Standards (IFRSs). They feel that IFRSs implement a fair value mode!.
Nevertheless, they are of the opinion that IFRSs are failing users of financial statements as they do not reflect the
financial value of an entity.

Required:

Discuss the directors’ views above as regards the use of fair value in IFRSs and the fact that IFRSs do not
reflect the financial value of an entity. (9 marks)

(c) Marchant plans to update its production process and the directors feel that technology-led production is the only
feasible way in which the company can remain competitive. Marchant operates from a leased property and the
leasing arrangement was established in order to maximise taxation benefits. However, the financial statements
have not shown a lease asset or liability to date.

A new financial controller joined Marchant just after the financial year end of 30 April 2014 and is presently
reviewing the financial statements to prepare for the upcoming audit and to begin making a loan application to
finance the new technology. The financial controller feels that the lease relating to both the land and buildings
should be treated as a finance lease but the finance director disagrees. The finance director does not wish to
recognise the lease in the statement of financial position and therefore wishes to continue to treat it as an
operating lease. The finance director feels that the lease does not meet the criteria for a finance lease, and it was
made clear by the finance director that showing the lease as a finance lease could jeopardise the loan application.

Required:
Discuss the ethical and professional issues which face the financial controller in the above situation.
(6 marks)
(50 marks)
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Section B Essay type question

Section B - TWO questions ONLY to be attempted

2 Aspire, a public limited company, operates many of its activities overseas. The directors have asked for advice on the
correct accounting treatment of several aspects of Aspire's overseas operations. Aspire’s functional currency is the
dollar.

(a) Aspire has created a new subsidiary, which is incorporated in the same country as Aspire. The subsidiary has
issued 2 million dinars of equity capital to Aspire, which paid for these shares in dinars. The subsidiary has also
raised 100,000 dinars of equity capital from external sources and has deposited the whole of the capital with a
bank in an overseas country whose currency is the dinar. The capital is to be invested in dinar denominated
bonds. The subsidiary has a small number of staff and its operating expenses, which are low, are incurred in
dollars. The profits are under the control of Aspire. Any income from the investment is either passed on to Aspire
in the form of 2 dividend or reinvested under instruction from Aspire. The subsidiary does not make any decisions
as to where to place the investments.

Aspire would like advice on how to determine the functional currency of the subsidiary. (7 marks)

(b) Aspire has a foreign branch which has the same functional currency as Aspire. The branch's taxable profits are
determined in dinars. On 1 May 2013, the branch acquired a property for 6 million dinars. The property had an
expected useful life of 12 years with a zero residual value. The asset is written off for tax purposes over eight
years. The tax rate in Aspire’s jurisdiction is 30% and in the branch’s jurisdiction is 20%. The foreign branch
uses the cost model for valuing its property and measures the tax base at the exchange rate at the reporting date.

Aspire would like an explanation (including 2 calculation) as to why a deferred tax charge relating to the asset
arises in the group financial statements for the year ended 30 April 2014 and the impact on the financial
statements if the tax base had been translated at the historical rate. (6 marks)

(c) On 1 May 2013, Aspire purchased 70% of 2 multi-national group whose functional currency was the dinar. The
purchase consideration was $200 million. At acquisition, the net assets at cost were 1,000 million dinars. The
fair values of the net assets were 1,100 million dinars and the fair value of the non-controlling interest was
250 million dinars. Aspire uses the full goodwill method.

Aspire wishes to know how to deal with goodwill arising on the above acquisition in the group financial
statements for the year ended 30 April 2014. (5 marks)

(d) Aspire took out a foreign currency loan of 5 million dinars at a fixed interest rate of 8% on 1 May 2013. The
interest is paid at the end of each year. The loan will be repaid after two years on 30 April 2015. The interest
rate is the current market rate for similar two-year fixed interest loans.

Aspire requires advice on how to account for the loan and interest in the financial statements for the year ended
30 April 2014. (5 marks)
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Aspire has a financial statement year end of 30 April 2014 and the average currency exchange rate for the year is
not materially different from the actual rate.

Exchange rates $1 = dinars
1 May 2013

30 April 2014

Average exchange rate for year ended 30 April 2014

S o

w

Required:
Advise the directors of Aspire on their various requests above, showing suitable calculations where necessary.
Note: The mark allocation is shown against each of the four issues above.

Professional marks will be awarded in question 2 for clarity and quality of presentation. (2 marks)

(25 marks)
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Governance, Risk and
Ethics (P1) December
2014 & June 2015

This syllabus and study guide is designed to help
with planning study and to provide detailed
information on what could be assessed in

any examination session.

THE STRUCTURE OF THE SYLLABUS AND
STUDY GUIDE

Relational diagram of paper with other papers

This diagram shows direct and indirect links
between this paper and other papers preceding or
following it. Some papers are directly underpinned
by other papers such as Advanced Performance
Management by Performance Management. These
links are shown as solid line arrows. Other papers
only have indirect relationships with each other
such as links existing between the accounting and
auditing papers. The links between these are shown
as dotted line arrows. This diagram indicates where
you are expected to have underpinning knowledge
and where it would be useful to review previous
learning before undertaking study.

Overall aim of the syllabus

This explains briefly the overall objective of the
paper and indicates in the broadest sense the
capabilities to be developed within the paper.
Main capabilities

This paper’s aim is broken down into several main
capabilities which divide the syllabus and study
guide into discrete sections.

Relational diagram of the main capabilities

This diagram illustrates the flows and links between
the main capabilities (sections) of the syllabus and

should be used as an aid to planning teaching and
learning in a structured way.
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Syllabus rationale

This is a narrative explaining how the syllabus is
structured and how the main capabilities are linked.
The rationale also explains in further detail what the
examination intends to assess and why.

Detailed syllabus

This shows the breakdown of the main capabilities
(sections) of the syllabus into subject areas. This is
the blueprint for the detailed study guide.

Approach to examining the syllabus

This section briefly explains the structure of the
examination and how it is assessed.

Study Guide

This is the main document that students, learning
and content providers should use as the basis of
their studies, instruction and materials.
Examinations will be based on the detail of the
study guide which comprehensively identifies what
could be assessed in any examination session.

The study guide is a precise reflection and
breakdown of the syllabus. It is divided into sections
based on the main capabilities identified in the
syllabus. These sections are divided into subject
areas which relate to the sub-capabilities included
in the detailed syllabus. Subject areas are broken
down into sub-headings which describe the detailed
outcomes that could be assessed in examinations.
These outcomes are described using verbs
indicating what exams may require students to
demonstrate, and the broad intellectual level at
which these may need to be demonstrated

(*see intellectual levels below).

INTELLECTUAL LEVELS

The syllabus is designed to progressively broaden
and deepen the knowledge, skills and professional
values demonstrated by the student on their way
through the qualification.

The specific capabilities within the detailed
syllabuses and study guides are assessed at one of

three intellectual or cognitive levels:

Level 1: Knowledge and comprehension




Level 2: Application and analysis
Level 3: Synthesis and evaluation

Very broadly, these intellectual levels relate to the
three cognitive levels at which the Knowledge
module, the Skills module and the Professional level
are assessed.

Each subject area in the detailed study guide
included in this document is given a 1, 2, or

3 superscript, denoting intellectual level, marked at
the end of each relevant line. This gives an
indication of the intellectual depth at which an area
could be assessed within the examination. However,
while level 1 broadly equates with the Knowledge
module, level 2 equates to the Skills module and
level 3 to the Professional level, some lower level
skills can continue to be assessed as the student
progresses through each module and level. This
reflects that at each stage of study there will be a
requirement to broaden, as well as deepen
capabilities. It is also possible that occasionally
some higher level capabilities may be assessed at
lower levels.

LEARNING HOURS AND EDUCATION
RECOGNITION

The ACCA qualification does not prescribe or
recommend any particular number of learning hours
for examinations because study and learning
patterns and styles vary greatly between people and
organisations. This also recognises the wide
diversity of personal, professional and educational
circumstances in which ACCA students find
themselves.

As a member of the International Federation of
Accountants, ACCA seeks to enhance the education
recognition of its qualification on both national and
international education frameworks, and with
educational authorities and partners globally. In
doing so, ACCA aims to ensure that its qualifications
are recognized and valued by governments,
regulatory authorities and employers across all
sectors. To this end, ACCA qualifications are
currently recognized on the education frameworks in
several countries. Please refer to your national
education framework regulator for further
information.

Each syllabus contains between 23 and 35 main
subject area headings depending on the nature of
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the subject and how these areas have been broken
down.

GUIDE TO EXAM STRUCTURE

The structure of examinations varies within and
between modules and levels.

The Fundamentals level examinations contain
100% compulsory questions to encourage
candidates to study across the breadth of each
syllabus.

The Knowledge module is assessed by equivalent
two-hour paper based and computer based
examinations.

The Skills module examinations F5-F9 are all paper
based

three-hour papers containing a mix of objective and
longer type questions. The Corporate and
Business

Law (F4) paper is a two- hour computer based
objective test examination which is also
available as a paper based version from the
December 2014 examination session.

The Professional level papers are all three-hour
paper based examinations, all containing two
sections. Section A is compulsory, but there will be
some choice offered in Section B.

For all three hour examination papers, ACCA has
introduced 15 minutes reading and planning time.

This additional time is allowed at the beginning of
each three-hour examination to allow candidates to
read the questions and to begin planning their
answers before they start writing in their answer
books. This time should be used to ensure that all
the information and exam requirements are properly
read and understood.

During reading and planning time candidates may
only annotate their question paper. They may not
write anything in their answer booklets until told to
do so by the invigilator.

The Essentials module papers all have a Section A
containing a major case study question with all
requirements totalling 50 marks relating to this
case. Section B gives students a choice of two from
three 25 mark questions.




Section A of both the P4 and P5 Options papers
contain one 50 mark compulsory question, and
Section B will offer a choice of two from three
questions each worth 25 marks each.

Section A of each of the P6 and P7 Options papers
contains 60 compulsory marks from two questions;
question 1 attracting 35 marks, and question 2
attracting 25 marks. Section B of both these
Options papers will offer a choice of two from three
questions, with each question attracting 20 marks.

All Professional level exams contain four
professional marks.

The pass mark for all ACCA Qualification
examination papers is 50%.

GUIDE TO EXAMINATION ASSESSMENT

ACCA reserves the right to examine anything
contained within the study guide at any examination
session. This includes knowledge, techniques,
principles, theories, and concepts as specified.

For the financial accounting, audit and assurance,
law and tax papers except where indicated
otherwise, ACCA will publish examinable
documents once a year to indicate exactly

what regulations and legislation could potentially be
assessed within identified examination sessions..

For paper based examinations regulation issued or
legislation passed on or before 31 August annually,
will be examinable from 1% September of the
following year to 31 August * of the year after that.
Please refer to the examinable documents for the
paper (where relevant) for further information.

Regulation issued or legislation passed in
accordance with the above dates may be
examinable even if the effective date is in the future.

The term issued or passed relates to when
regulation or legislation has been formally approved.

The term effective relates to when regulation or

legislation must be applied to an entity transactions
and business practices.
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The study guide offers more detailed guidance on
the depth and level at which the examinable
documents will be examined. The study guide
should therefore be read in conjunction with the
examinable documents list.




Syllabus

_________ N GRE |_,| Professional
| (P1) papers
y W \

Professional _____

Ethics Module AA (F8)

A
] AB (F1)

AIM

To apply relevant knowledge, skills and exercise
professional judgement in carrying out the role of
the accountant relating to governance, internal
control, compliance and the management of risk
within an organisation, in the context of an overall
ethical framework.

MAIN CAPABILITIES

On successful completion of this paper, candidates
should be able to:

A

Define governance and explain its function in
the effective management and control of
organisations and of the resources for which
they are accountable

Evaluate the Professional Accountant’s
role in internal control, review and compliance

Explain the role of the accountant in identifying
and assessing risk

Explain and evaluate the role of the accountant
in controlling and mitigating risk

Demonstrate the application of professional
values and judgement through an ethical
framework that is in the best interests of
society and the profession, in compliance with
relevant professional codes, laws and
regulations.

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

A 4

Governance and responsibility (A)

A

A

A 4

Internal control and

A

A 4

review (B)

\4

Identifying, assessing and
controlling risk (C and D)

\4

Professional values, ethics and social responsibility (E)
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RATIONALE

The syllabus for Paper P1, Governance, Risk and
Ethics, acts as the gateway syllabus into the
professional level. It sets the other Essentials and
Options papers into a wider professional,
organisational, and societal context.

The syllabus assumes essential technical skills and
knowledge acquired at the Fundamentals level
where the core technical capabilities will have been
acquired, and where ethics, corporate governance,
internal audit, control, and risk will have been
introduced in a subject-specific context.

The GRE syllabus begins by examining the whole

area of governance within organisations in the broad

context of the agency relationship. This aspect of
the syllabus focuses on the respective roles and
responsibilities of directors and officers to
organisational stakeholders and of accounting and
auditing as support and control functions.

The syllabus then explores internal review, control,
and feedback to implement and support effective
governance, including compliance issues related to
decision-making and decision-support functions.
The syllabus also examines the whole area of
identifying, assessing, and controlling risk as a key
aspect of responsible management.

Finally, the syllabus covers personal and
professional ethics, ethical frameworks — and

professional values — as applied in the context of the

accountant’s duties and as a guide to appropriate
professional behaviour and conduct in a variety of
situations.

DETAILED SYLLABUS

A Governance and responsibility

1. The scope of governance

2. Agency relationships and theories

3. The board of directors

4. Board committees

5. Directors’ remuneration

6. Different approaches to corporate governance
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Corporate governance and corporate social
responsibility

Governance: reporting and disclosure
Public sector governance
Internal control and review

Management control systems in corporate
governance

Internal control, audit and compliance in
corporate governance

Internal control and reporting

Management information in audit and internal
control

Identifying and assessing risk
Risk and the risk management process
Categories of risk

Identification, assessment and measurement of
risk

Controlling risk

Targeting and monitoring risk

Methods of controlling and reducing risk
Risk avoidance, retention and modelling

Professional values, ethics and social
responsibility

Ethical theories

Different approaches to ethics and social
responsibility

Professions and the public interest
Professional practice and codes of ethics

Conflicts of interest and the consequences of
unethical behaviour




6. Ethical characteristics of professionalism

7. Social and environmental issues in the conduct
of business and of ethical behaviour

APPROACH TO EXAMINING THE SYLLABUS

The syllabus will be assessed by a three-hour paper-
based examination. The examination paper will be
structured in two sections. Section A will be based
on a case study style question comprising a
compulsory 50 mark question, with requirements
based on several parts with all parts relating to the
same case information. The case study will usually
assess a range of subject areas across the syllabus
and will require the candidate to demonstrate high
level capabilities to evaluate, relate and apply the
information in the case study to several of the
requirements.

Section B comprises three questions of 25 marks
each, of which candidates must answer two. These
questions will be more likely to assess a range of
discrete subject areas from the main syllabus
section headings, but may require application,
evaluation and the synthesis of information
contained within short scenarios in which some
requirements may need to be contextualised.
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Study Guide

A

b)

c)

d)

GOVERNANCE AND RESPONSIBILITY
The scope of governance

Define and explain the meaning of corporate
governance.®?

Explain, and analyse the issues raised by the
development of the joint stock company as the
dominant form of business organisation and
the separation of ownership and control over
business activity."

Analyse the purposes and objectives of
corporate governance.

Explain, and apply in context of corporate
governance, the key underpinning concepts
Of: [3]

i) fairness

ii) openness/transparency

iii) innovation

iv) scepticism

iii) independence

iv) probity/honesty

v) responsibility

vi) accountability

vii) reputation

viii)judgment

ix) integrity

Explain and assess the major areas of

organisational life affected by issues in

corporate governance.™

i) duties of directors and functions of the
board (including setting a responsible ‘tone
from the top and being accountable for the
performance and impacts of the
organisation)

i) the composition and balance of the board
(and board committees)

iii) relevance and reliabilityof corporate
reporting and external auditing

iv) directors’ remuneration and rewards

v) responsibility of the board for risk
management systems and internal control

vi) the rights and responsibilities of
shareholders, including institutional
investors

vii) corporate social responsibility and business
ethics.
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f)

g)

b)

c)

d)

Compare, and distinguish between public,
private and non-governmental organisations
(NGO) sectors with regard to the issues raised
by, and scope of, governance.™

Explain and evaluate the roles, interests and

claims of, the internal parties involved in

corporate governance.™

i) Directors

ii) Company secretaries

iii) Sub-board management

iv) Employee representatives (e.g. trade
unions)

Explain and evaluate the roles, interests and

claims of, the external parties involved in

corporate governance.®

i) Shareholders (including shareholders’ rights
and responsibilities)

ii) Auditors

iii) Regulators

iv) Government

v) Stock exchanges

vi) Small investors (and minority rights)

vii) Institutional investors (see also next point)

Analyse and discuss the role and influence of
institutional investors in corporate governance
systems and structures, for example the

roles and influences of pension funds,
insurance companies and mutual funds.?

Agency relationships and theories
Define and explore agency theory.

Define and explain the key concepts in agency
theory.®

i) Agents

ii) Principals

iii) Agency

iv) Agency costs

v) Accountability

vi) Fiduciary responsibilities

vii) Stakeholders

Explain and explore the nature of the principal-
agent relationship in the context of corporate
governance.®

Analyse and critically evaluate the nature of
agency accountability in agency relationships.™




a)

b)

c)

d)

f)

g)

Explain and analyse the following other
theories used to explain aspects of the agency
relationship.®

i) Transaction costs theory

ii) Stakeholder theory

The board of directors

Explain and evaluate the roles and
responsibilities of boards of directors."

Describe, distinguish between and evaluate the
cases for and against, unitary and two-tier
board structures.!

Describe the characteristics, board composition
and types of, directors (including defining
executive and non-executive directors (NED).™

Describe and assess the purposes, roles and
responsibilities of NEDs.™

Describe and analyse the general principles of
legal and regulatory frameworks within which
directors operate on corporate boards:"?

i) legal rights and responsibilities,

ii) time-limited appointments

iii) retirement by rotation,

iv) service contracts,

v) removal,

vi) disqualification

vii) conflict and disclosure of interests
viii)insider dealing/trading

Define, explore and compare the roles of the
chief executive officer and company
chairman.®

Describe and assess the importance and
execution of, induction and continuing
professional development of directors on
boards of directors.™

Explain and analyse the frameworks for
assessing the performance of boards and
individual directors (including NEDs) on
boards.'?

Explain the meanings of ‘diversity’ and

critically evaluate issues of diversity on boards
of directors."®
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a)

b)

b)

c)

a)

b)

c)

Board committees

Explain and assess the importance, roles and
accountabilities of, board committees in
corporate governance.®

Explain and evaluate the role and purpose of
the following committees in effective corporate
governance:"®

i) Remuneration committees

i) Nominations committees

iii) Risk committees.

iv) Audit committees

Directors’ remuneration

Describe and assess the general principles of
remuneration.

i) purposes

ii) components

iii) links to strategy

iv) links to labour market conditions.

Explain and assess the effect of various
components of remuneration packages on
directors’ behaviour. ®

i) basic salary

i) performance related

iii) shares and share options

iv) loyalty bonuses

v) benefits in kind

vi) pension benefits

Explain and analyse the legal, ethical,
competitive and regulatory issues associated
with directors’ remuneration.™

Different approaches to corporate governance

Describe and compare the essentials of ‘rules’
and ‘principles’ based approaches to corporate
governance. Includes discussion of ‘comply or

explain’.™®

Describe and analyse the different models of
business ownership that influence different
governance regimes (e.g. family firms versus
joint stock company-based models)."?

Describe and critically evaluate the reasons
behind the development and use of codes of
practice in corporate governance




d)

f)

b)

c)

d)

b)

(acknowledging national differences and
convergence).™

Explain and briefly explore the development of
corporate governance codes in principles-based
jurisdictions.'?’

i) impetus and background

ii) major corporate governance codes

iii) effects of

Explain and explore the Sarbanes-Oxley Act
(2002) as an example of a rules-based
approach to corporate governance.'

i) impetus and background

ii) main provisions/contents

iii) effects of

Describe and explore the objectives, content

and limitations of, corporate governance codes

intended to apply to multiple national

jurisdictions.’?

i) Organisation for economic cooperation and
development (OECD) Report (2004)

ii) International corporate governance network
(ICGN) Report (2005)

Corporate governance and corporate social
responsibility

Explain and explore social responsibility in the
context of corporate governance.'®

Discuss and critically assess the concept of
stakeholders and stakeholding in organisations
and how this can affect strategy and corporate
governance.®

Analyse and evaluate issues of ‘ownership,’
‘property’ and the responsibilities of ownership
in the context of shareholding."®

Explain the concept of the organisation as a
corporate citizen of society with rights and
responsibilities.”

Governance: reporting and disclosure
Explain and assess the general principles of
disclosure and communication with

shareholders.'

Explain and analyse ‘best practice’ corporate
governance disclosure requirements.?
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c)

d)

e)

f)

b)

c)

d)

a)

b)

Define and distinguish between mandatory and
voluntary disclosure of corporate information in
the normal reporting cycle.®

Explain and explore the nature of, and reasons
and motivations for, voluntary disclosure in a
principles-based reporting environment
(compared to, for example, the reporting
regime in the USA)."®

Explain and analyse the purposes of the annual
general meeting and extraordinary general
meetings for information exchange between
board and shareholders."?

Describe and assess the role of proxy voting in
corporate governance.®.

Public sector governance

Describe, compare and contrast public sector,
private sector, charitable status and non-
governmental (NGO and quasi-NGOs) forms of
organisation, including purposes and
objectives, performance, ownership and
stakeholders (including lobby groups)*?’

Describe, compare and contrast the different
types of public sector organisations at
subnational, national and supranational level®

Assess and evaluate the strategic objectives,
leadership and governance arrangements
specific to public sector organisations as
contrasted with private sector'®.

Discuss and assess the nature of democratic
control, political influence and policy
implementation in public sector organisations
including the contestable nature of public
sector policy™.

INTERNAL CONTROL AND REVIEW

Management control systems in corporate
governance

Define and explain internal management
control.

Explain and explore the importance of internal
control and risk management in corporate
governance.®




c)

d)

e)

b)

c)

d)

f)

g)

a)

b)

c)

Describe the objectives of internal control
systems.'

Identify, explain and evaluate the corporate
governance and executive management roles in
risk management (in particular the separation
between responsibility for ensuring that
adequate risk management systems are in
place and the application of risk management
systems and practices in the organisation).”

Identify and assess the importance of the
elements or components of internal control
systems.”

Internal control, audit and compliance in
corporate governance

Describe the function and importance of
internal audit.™

Explain, and discuss the importance of, auditor
independence in all client-auditor situations
(including internal audit).®®

Explain, and assess the nature and sources of
risks to, auditor independence. Assess the
hazard of auditor capture.”

Explain and evaluate the importance of
compliance and the role of the internal audit

function in internal control.B!

Explore and evaluate the effectiveness of
internal control systems."

Describe and analyse the work of the internal
audit committee in overseeing the internal
audit function.?

Explain and explore the importance and
characteristics of, the audit committee’s
relationship with external auditors.™

Internal control and reporting

Describe and assess the need to report on
internal controls to shareholders.™

Describe the content of a report on internal
control and audit.”?

Explain and assess how internal controls
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a)

b)

a)

b)

c)

d)

e)

b)

underpin and provide information for
accurate financial reporting.™

Management information in audit and internal
control

Explain and assess the need for adequate
information flows to management for the
purposes of the management of internal control
and risk.”

Evaluate the qualities and characteristics
of information required in internal control and
risk management and monitoring.”

IDENTIFYING AND ASSESSING RISK
Risk and the risk management process

Define and explain risk in the context of
corporate governance.

Define and describe management
responsibilities in risk management.®’

Explain the dynamic nature of risk
assessment.”

Explain the importance and nature of
management responses to changing risk
assessments.?

Explain risk appetite and how this affects risk
policy.?

Categories of risk

Define and compare (distinguish between)
strategic and operational risks."?

Define and explain the sources and impacts of
common business risks.?

i) market

ii) credit

iii) liquidity

iv) technological

v) legal

vi) health, safety and environmental
vii) reputation

viii)business probity

ix) derivatives




c)

d)

a)

b)

c)

d)

e)

f)

g)

a)

b)

c)

Describe and evaluate the nature and
importance of business and financial risks.”

Recognise and analyse the sector or industry
specific nature of many business risks.

Identification, assessment and measurement
of risk

Identify, and assess the impact upon, the
stakeholders involved in business risk.™

Explain and analyse the concepts of assessing
the severity and probability of risk events.™

Describe and evaluate a framework for board
level consideration of risk.'!

Describe the process of and importance of,
externally reporting on internal control and
risk.?

Explain the sources, and assess the importance
of, accurate information for risk management."

Explain and assess the ALARP (as low as
reasonably practicable) principle in risk
assessment and how this relates to severity
and probability.'

Evaluate the difficulties of risk perception
including the concepts of objective and
subjective risk perception.”

Explain and evaluate the concepts of related
and correlated risk factors."™

CONTROLLING AND MANAGING RISK
Targeting and monitoring of risk

Explain and assess the role of a risk manager
in identifying and monitoring risk.'*

Explain and evaluate the role of the risk
committee in identifying and monitoring risk."

Describe and assess the role of internal or
external risk auditing in monitoring risk.'

Methods of controlling and reducing risk

Explain the importance of risk awareness at all
levels in an organisation.
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b)

c)

d)

e)

b)

c)

d)

b)

c)

d)

Describe and analyse the concept of
embedding risk in an organisation’s systems
and procedures.®

Describe and evaluate the concept of
embedding risk in an organisation’s culture and
values.®!

Explain and analyse the concepts of spreading
and diversifying risk and when this would be
appropriate.?

Identify and assess how business organisations
use policies and techniques to mitigate various
types of business and financial risks.™

Risk avoidance, retention and modelling

Explain, and assess the importance of, risk
transference, avoidance, reduction and
acceptance.®

Explain and evaluate the different attitudes to
risk and how these can affect strategy.”

Explain and assess the necessity of incurring
risk as part of competitively managing a
business organisation.™

Explain and assess attitudes towards risk and
the ways in which risk varies in relation to the
size, structure and development of an
organisation

PROFESSIONAL VALUES, ETHICS AND
SOCIAL RESPONSIBILITY

Ethical theories

Explain and distinguish between the ethical
theories of relativism and absolutism.?!

Explain, in an accounting and governance
context, Kohlberg's stages of human moral
development.™

Describe and distinguish between deontological
and teleological/consequentialist approaches to
ethics.®?

Apply commonly used ethical decision-making
models in accounting and professional
contexts @

i) American Accounting Association model

ii) Tucker's 5-question model




a)

b)

c)

d)

b)

c)

d)

e)

f)

b)

Different approaches to ethics and social
responsibility.

Describe and evaluate Gray, Owen & Adams
(1996) seven positions on social
responsibility.®’

Describe and evaluate other constructions of
corporate and personal ethical stance:

i) short-term shareholder interests

ii) long-term shareholder interests

iii) multiple stakeholder obligations

iv) shaper of society

Describe and analyse the variables determining
the cultural context of ethics and corporate
social responsibility (CSR).!?

Explain and evaluate the concepts of 'CSR
strategy' and 'strategic CSR' 2.

Professions and the public interest

Explain and explore the nature of a

‘profession’ and ‘professionalism’.'?

Describe and assess what is meant by ‘the
public interest’.’?!

Describe the role of, and assess the
widespread influence of, accounting as a
profession in the organisational context.™

Analyse the role of accounting as a profession
in society.?

Recognise accounting’s role as a value-laden
profession capable of influencing the
distribution of power and wealth in society.”®

Describe and critically evaluate issues
surrounding accounting and acting against the
public interest.”

Professional practice and codes of ethics

Describe and explore the areas of behaviour
covered by corporate codes of ethics.”

Describe and assess the content of, and

principles behind, professional codes
of ethics."®
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c)

b)

d)

b)

c)

Describe and assess the codes of ethics
relevant to accounting professionals such as
the IESBA (IFAC) or professional body codes.™

Conflicts of interest and the consequences of
unethical behaviour

Describe and evaluate issues associated with
conflicts of interest and ethical conflict
resolution.™®

Explain and evaluate the nature and impacts of
ethical threats and safeguards.™

Explain and explore how threats to
independence can affect ethical behaviour.®

Explain and explore 'bribery' and 'corruption' in
the context of corporate governance, and
assess how these can undermine confidence
and trust. ®

Describe and assess best practice measures for
reducing and combating bribery and
corruption, and the barriers to implementing
such measures.”

Ethical characteristics of professionalism

Explain and analyse the content and nature of
ethical decision-making using content from
Kohlberg's framework as appropriate.™

Explain and analyse issues related to the
application of ethical behaviour in a
professional context.”

Describe and discuss ‘rules based’ and
‘principles based’ approaches to resolving
ethical dilemmas encountered in professional
accounting.”?!

Integrated reporting and sustainability issues in
the conduct of business

Explain and assess the concept of integrated
reporting and evaluate the issues
concerning accounting for sustainability
(including the alternative definitions of

capital:.”®!
(i) Financial
(i) Manufactured




b)

c)

d)

e)

(iii) Intellectual

(iv) Human
(v) Social and relationship
(vi) Natural

Describe and assess the social and
environmental impacts that economic activity
can have (in terms of social and environmental
‘footprints’ and environmental reporting)).”!

Describe the main features of internal
management systems for underpinning
environmental and sustainability accounting
such as EMAS and 1SO 14000.™

Explain and assess the typical content
elements and guiding principles of an
integrated report, and discuss

the usefulness of this information to
stakeholders.™

Explain the nature of social and environmental

audit and evaluate the contribution it can make
to the assurance of integrated reports.™
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SUMMARY OF CHANGES TO P1

ACCA annually reviews its qualification so that they fully meet the needs of stakeholders including employers,
students, regulatory and advisory bodies and learning providers. These syllabus changes are effective from
December 2014 and thereafter will be updated with effect from 1%t September each year, from September 2015
onwards.

The changes are introduced to the syllabus to reflect the latest business and educational developments affecting
this paper. These are summarised in the table below.

14
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Section and subject area

Syllabus content

Ald) Addition of new (iii) and (iv)

Explain, and apply in context of corporate governance,
the key underpinning concepts
of: [3]
i) fairness
ii) openness/transparency
iii) innovation
iv) scepticism
iii) independence
iv) probity/honesty
v) responsibility
vi) accountability
vii) reputation
viii)judgment
ix) integrity

Ale) Amended to add references to integrated
reporting principles

Explain and assess the major areas of organisational life
affected by issues in corporate governance.”®
i) duties of directors and functions of the board
(including setting a responsible ‘tone’ from the
top and being accountable for the performance
and impacts of the organisation)
i) the composition and balance of the board
(and board committees)
iii) relevance and reliability of corporate reporting
and external auditing
iv) directors’ remuneration and rewards

New A9 subject area added on public sector
governance.

9. Public sector governance

a) Describe, compare and contrast public sector,
private sector, charitable status and non-
governmental (NGO and quasi-NGOs) forms of
organisation, including purposes, ownership and
stakeholders (including lobby groups)*?’

b) Describe, compare and contrast the different
types of public sector organisations at
subnational, national and supranational level™

c) Assess and evaluate the strategic objectives and
governance arrangements specific to public sector
organisations as contrasted with private sector™..

d) Discuss and assess the nature of democratic
control, political influence and policy
implementation in public sector organisations
including the contestable nature of public sector
policy™..

Section E title amended to specifically mention social
responsibility and to reflect greater emphasis on
integrated reporting principles in E7 of this section
see below:

E  PROFESSIONAL VALUES, ETHICS AND SOCIAL
RESPONSIBILITY

E2d added to cover strategic aspects of CSR

d) Explain and evaluate the concepts of 'CSR
strategy' and 'strategic CSR' 2.

Heading of E7 changed to specifically refer to
integrated reporting

7. Integrated reporting and sustainability issues in
the conduct of business
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Section and subject area

b)

Syllabus content

E7a added to reflect integrated reporting aspects of
sustainability

c)

Explain and assess the concept of integrated
reporting and evaluate the issues concerning
accounting for sustainability (including the
alternative definitions of capital:.”®
(vii) Financial
(viii) Manufactured
(ix) Intellectual
(x) Human
(xi) Social and relationship
(xii) Natural

E7b) amended to refer to impacts of an organisation

b)

Describe and assess the social and
environmental impacts that economic activity can
have (in terms of social and environmental
‘footprints’ and environmental reporting)).™

Old E7b) Deleted

Explain and assess the concept of  sustainability
and evaluate the issues concerning
accounting for sustainability (including the
contribution of ‘full cost’ accounting).”®

New E7c) amended to include reference to
sustainability accounting

c)

Describe the main features of internal
management systems for underpinning
environmental and sustainability accounting such
as EMAS and ISO 14000."

New E7d) amended to include specific reference to
integrated reporting

d)

Explain and assess the typical content elements
and guiding principles of an integrated report, and
discuss

the usefulness of this information to
stakeholders."’

New E7e) amended to include reference to integrated
reporting implications for audit

Explain the nature of social and environmental
audit and evaluate the contribution it can make to
the assurance of integrated reports.”
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Corporate Reporting (UK)
(P2) December 2014 and
June 2015

This syllabus and study guide is designed to help
with planning study and to provide detailed
information on what could be assessed in

any examination session.

THE STRUCTURE OF THE SYLLABUS AND
STUDY GUIDE

Relational diagram of paper with other papers

This diagram shows direct and indirect links
between this paper and other papers preceding or
following it. Some papers are directly underpinned
by other papers such as Advanced Performance
Management by Performance Management. These
links are shown as solid line arrows. Other papers
only have indirect relationships with each other
such as links existing between the accounting and
auditing papers. The links between these are shown
as dotted line arrows. This diagram indicates where
you are expected to have underpinning knowledge
and where it would be useful to review previous
learning before undertaking study.

Overall aim of the syllabus

This explains briefly the overall objective of the
paper and indicates in the broadest sense the
capabilities to be developed within the paper.
Main capabilities

This paper’s aim is broken down into several main
capabilities which divide the syllabus and study
guide into discrete sections.

Relational diagram of the main capabilities

This diagram illustrates the flows and links between
the main capabilities (sections) of the syllabus and

should be used as an aid to planning teaching and
learning in a structured way.
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Syllabus rationale

This is a narrative explaining how the syllabus is
structured and how the main capabilities are linked.
The rationale also explains in further detail what the
examination intends to assess and why.

Detailed syllabus

This shows the breakdown of the main capabilities
(sections) of the syllabus into subject areas. This is
the blueprint for the detailed study guide.

Approach to examining the syllabus

This section briefly explains the structure of the
examination and how it is assessed.

Study Guide

This is the main document that students, learning
and content providers should use as the basis of
their studies, instruction and materials.
Examinations will be based on the detail of the
study guide which comprehensively identifies what
could be assessed in any examination session.

The study guide is a precise reflection and
breakdown of the syllabus. It is divided into sections
based on the main capabilities identified in the
syllabus. These sections are divided into subject
areas which relate to the sub-capabilities included
in the detailed syllabus. Subject areas are broken
down into sub-headings which describe the detailed
outcomes that could be assessed in examinations.
These outcomes are described using verbs
indicating what exams may require students to
demonstrate, and the broad intellectual level at
which these may need to be demonstrated

(*see intellectual levels below).

INTELLECTUAL LEVELS

The syllabus is designed to progressively broaden
and deepen the knowledge, skills and professional
values demonstrated by the student on their way
through the qualification.

The specific capabilities within the detailed
syllabuses and study guides are assessed at one of
three intellectual or cognitive levels:




Level 1: Knowledge and comprehension
Level 2: Application and analysis
Level 3: Synthesis and evaluation

Very broadly, these intellectual levels relate to the
three cognitive levels at which the Knowledge
module, the Skills module and the Professional level
are assessed.

Each subject area in the detailed study guide
included in this document is given a 1, 2, or

3 superscript, denoting intellectual level, marked at
the end of each relevant line. This gives an
indication of the intellectual depth at which an area
could be assessed within the examination. However,
while level 1 broadly equates with the Knowledge
module, level 2 equates to the Skills module and
level 3 to the Professional level, some lower level
skills can continue to be assessed as the student
progresses through each module and level. This
reflects that at each stage of study there will be a
requirement to broaden, as well as deepen
capabilities. It is also possible that occasionally
some higher level capabilities may be assessed at
lower levels.

LEARNING HOURS AND EDUCATION
RECOGNITION

The ACCA qualification does not prescribe or
recommend any particular number of learning hours
for examinations because study and learning
patterns and styles vary greatly between people and
organisations. This also recognises the wide
diversity of personal, professional and educational
circumstances in which ACCA students find
themselves.

As a member of the International Federation of
Accountants, ACCA seeks to enhance the education
recognition of its qualification on both national and
international education frameworks, and with
educational authorities and partners globally. In
doing so, ACCA aims to ensure that its qualifications
are recognized and valued by governments,
regulatory authorities and employers across all
sectors. To this end, ACCA qualifications are
currently recognized on the education frameworks in
several countries. Please refer to your national
education framework regulator for further
information.

Each syllabus contains between 23 and 35 main
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subject area headings depending on the nature of
the subject and how these areas have been broken
down.

GUIDE TO EXAM STRUCTURE

The structure of examinations varies within and
between modules and levels.

The Fundamentals level examinations contain
100% compulsory questions to encourage
candidates to study across the breadth of each
syllabus.

The Knowledge module is assessed by equivalent
two-hour paper based and computer based
examinations.

The Skills module examinations F5-F9 are all paper
based three-hour papers containing a mix of
objective and longer type questions. The Corporate
and Business Law (F4) paper is a two- hour
computer based objective test examination which is
also available as a paper based version from the
December 2014 examination session.

The Professional level papers are all three-hour
paper based examinations, all containing two
sections. Section A is compulsory, but there will be
some choice offered in Section B.

For all three hour examination papers, ACCA has
introduced 15 minutes reading and planning time.

This additional time is allowed at the beginning of
each three-hour examination to allow candidates to
read the questions and to begin planning their
answers before they start writing in their answer
books. This time should be used to ensure that all
the information and exam requirements are properly
read and understood.

During reading and planning time candidates may
only annotate their question paper. They may not
write anything in their answer booklets until told to
do so by the invigilator.

The Essentials module papers all have a Section A
containing a major case study question with all
requirements totalling 50 marks relating to this
case. Section B gives students a choice of two from
three 25 mark questions.




Section A of both the P4 and P5 Options papers
contain one 50 mark compulsory question, and
Section B will offer a choice of two from three
questions each worth 25 marks each.

Section A of each of the P6 and P7 Options papers
contains 60 compulsory marks from two questions;
question 1 attracting 35 marks, and question 2
attracting 25 marks. Section B of both these
Options papers will offer a choice of two from three
questions, with each question attracting 20 marks.

All Professional level exams contain four
professional marks.

The pass mark for all ACCA Qualification
examination papers is 50%.
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GUIDE TO EXAMINATION ASSESSMENT

ACCA reserves the right to examine anything
contained within the study guide at any examination
session. This includes knowledge, techniques,
principles, theories, and concepts as specified.

For the financial accounting, audit and assurance,
law and tax papers except where indicated
otherwise, ACCA will publish examinable
documents once a year to indicate exactly

what regulations and legislation could potentially be
assessed within identified examination sessions..

For paper based examinations regulation /ssued or
legislation passed on or before 31% August annually,
will be examinable from 1% September of the
following year to 315 August ! of the year after that.
Please refer to the examinable documents for the
paper (where relevant) for further information.

Regulation issued or legislation passed in
accordance with the above dates may be
examinable even if the effective date is in the future.

The term issued or passed relates to when
regulation or legislation has been formally approved.

The term effective relates to when regulation or
legislation must be applied to an entity transactions
and business practices.

The study guide offers more detailed guidance on
the depth and level at which the examinable
documents will be examined. The study guide
should therefore be read in conjunction with the
examinable documents list.




Syllabus

MAIN CAPABILITIES

On successful completion of this paper candidates
should be able to:

CR | o ARA
(P2) (P7) A
A
B
FR (F7) C
A D
FA (F3)
E
AIM F
To apply knowledge, skills and exercise professional G
judgement in the application and evaluation of
financial reporting principles and practices in a H

range of business contexts and situations.

Discuss the professional and ethical duties of
the accountant

Evaluate the financial reporting framework
Advise on and report the financial
performance of entities

Prepare the financial statements of groups of
entities in accordance with relevant
accounting standards

Explain reporting issues relating to
specialised entities

Discuss the implications of changes in
accounting regulation on financial reporting
Appraise the financial performance and
position of entities

Evaluate current developments

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

The professional and
ethical duty of the
accountant (A)

The financial

reporting framework (B)

| Current developments
g (H)

Yy

A 4

Reporting
the financial

performance of entities (C)

A
A 4

A 4

A 4

Financial statements of
groups of entities (D)

A 4

v

Specialised
entities (E)

A
A 4

A 4

Implications of changes in

| accounting regulation on

financial reporting (F)

A

A 4

v

The appraisal of financial
performance and position of
entities (G)

A 4
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RATIONALE

The syllabus for paper P2, Corporate Reporting,
assumes knowledge acquired at the Fundamentals
level including the core technical capabilities to
prepare and analyse financial reports for single and
combined entities.

The Paper P2 syllabus takes the subject into greater
depth and contextualises the role of the accountant
as a professional steward and adviser/analyst by
initially exploring the wider professional duties and
responsibilities of the accountant to the stakeholders
of an organisation.

The syllabus examines the financial reporting
framework within which the accountant operates
and examines detailed financial reporting
requirements for entities leading to the preparation
of group financial reports in accordance with
generally accepted accounting practice and relevant
standards.

The syllabus then deals with the nature of reporting
for specialised entities including not-for-profit and
small and medium-sized enterprises.

The final sections of the syllabus explore — in more
depth — the role of the accountant as financial
analyst and adviser through the assessment of
financial performance and position of entities, and
the accountant’s role in assessing and advising on
the implications of accounting regulation on
corporate reporting.

Finally, the syllabus covers the evaluation of current
developments and their implications for financial
reporting.

For the purpose of this exam, International Financial
Reporting Standards (IFRS) are the main accounting
standards examined in the preparation of financial
information. The key differences between UK GAAP
and International Financial Reporting Standards are
looked at on a subject by subject basis.
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DETAILED SYLLABUS

A

10.

11.

The professional and ethical duty of the
accountant

Professional behaviour and compliance with
accounting standards

Ethical requirements of corporate reporting and
the consequences of unethical behaviour

Social responsibility
The legal and financial reporting framework

The applications, strengths and weaknesses of
an accounting framework

Critical evaluation of principles and practices
The legal requirements relating to the
preparation of single entity financial reporting
statements

Reporting the financial performance of entities
Performance reporting

Non-current assets

Financial instruments

Leases

Segment reporting

Employee benefits

Taxation

Provisions, contingencies and events after the
reporting date

Related parties

Share-based payment

Reporting requirements of small and medium-
sized entities (SMEs) including key differences

between the requirements of the IFRS for
SMEs and UK GAAP
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Financial statements of groups of entities

Group accounting including cash flow
statements

Continuing and discontinued interests
Changes in group structures
Foreign transactions and entities

Specialised entities and specialised
transactions

Financial reporting in specialised, not-for-profit
and public sector entities

Entity schemes of arrangement and
reconstructions

Implications of changes in accounting
regulation on financial reporting

The effect of changes in accounting standards
on accounting systems

Proposed changes to accounting standards

The appraisal of financial performance and
position of entities

The creation of suitable accounting policies

Analysis and interpretation of financial
information and measurement of performance

Current developments
Environmental and social reporting

Convergence between national and
international reporting standards

Current reporting issues




APPROACH TO EXAMINING THE SYLLABUS

The syllabus is assessed by a three-hour paper-
based examination. It examines professional
competences within the corporate reporting
environment.

Students will be examined on concepts, theories,
and principles, and on their ability to question and
comment on proposed accounting treatments.

Students should be capable of relating professional
issues to relevant concepts and practical situations.
The evaluation of alternative accounting practices
and the identification and prioritisation of issues will
be a key element of the paper. Professional and
ethical judgement will need to be exercised,
together with the integration of technical knowledge
when addressing corporate reporting issues in a
business context.

Global issues will be addressed via the current
issues questions on the paper. Students will be
required to adopt either a stakeholder or an external
focus in answering questions and to demonstrate
personal skills such as problem solving, dealing with
information and decision making.

The paper also deals with specific professional
knowledge appropriate to the preparation and
presentation of consolidated and other financial
statements from accounting data to conform with
accounting standards.

The paper will comprise two sections.

Section A Compulsory question 50 marks
Section B 2 from 3 questions of

25 marks each 50 marks

100 marks

Section A will consist of one scenario-based
question worth 50 marks. It will deal with the
preparation of consolidated financial statements
including group cash flow statements and with
issues in financial reporting.

Students will be required to answer two out of three
questions in Section B, which will normally
comprise two questions which will be scenario or
case-study based and one essay question which
may have some computational element. Section B
could deal with any aspects of the syllabus.
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Study Guide

A

b)

b)

b)

b)

c)

THE PROFESSIONAL AND ETHICAL DUTIES
OF THE ACCOUNTANT

Professional behaviour and compliance with
accounting standards

Appraise and discuss the ethical and
professional issues in advising on corporate
reporting.”

Assess the relevance and importance of ethical
and professional issues in complying with
accounting standards.™

Ethical requirements of corporate reporting and
the consequences of unethical behaviour

Appraise the potential ethical implications of
professional and managerial decisions in the
preparation of corporate reports.™

Assess the consequences of not upholding
ethical principles in the preparation of
corporate reports.®!

Social Responsibility
Discuss the increased demand for transparency
in corporate reports, and the emergence of

non-financial reporting standards."

Discuss the progress towards a framework for
integrated reporting.”

THE FINANCIAL REPORTING FRAMEWORK

The applications, strengths and weaknesses of
an accounting framework

Evaluate the “balance sheet” and “fair value”
models adopted by standard setters.™

Discuss the use of an accounting framework in
underpinning the production of accounting
standards.™

Assess the success of such a framework in

introducing rigorous and consistent accounting
standards.™
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b)

a)

b)

c)

b)

c)

d)

Critical evaluation of principles and practices

Identify the relationship between accounting
theory and practice.”

Critically evaluate accounting principles and
practices used in corporate reporting.”’

Legal requirements relating to the preparation
of single entity financial statements

Recognise and apply the laws, regulations,
accounting standards and other requirements
to the preparation of statutory financial
statements of an entity including the
circumstances where an entity is required to
prepare and present statutory financial
statements.?

REPORTING THE FINANCIAL PERFORMANCE
OF ENTITIES

Performance reporting

Prepare reports relating to corporate
performance for external stakeholders.™

Discuss the issues relating to the recognition of
revenue

Evaluate proposed changes to reporting
financial performance.™

Non-current assets

Apply and discuss the timing of the recognition
of non-current assets and the determination of
their carrying amounts including impairments
and revaluations.™

Apply and discuss the treatment of non-current
assets held for sale.”®

Apply and discuss the accounting treatment of
investment properties including classification,
recognition and measurement issues.™

Apply and discuss the accounting treatment of
intangible assets including the criteria for
recognition and measurement subsequent to
acquisition and classification.™




a)

b)

c)

d)

f)

b)

b)

b)

c)

Financial Instruments

Apply and discuss the recognition and de-
recognition of financial assets and financial
liabilities.™

Apply and discuss the classification of financial
assets and financial liabilities and their
measurement.?!

Apply and discuss the treatment of gains and
losses arising on financial assets and financial

liabilities.™?

Apply and discuss the treatment of
impairments of financial assets.'?

Account for derivative financial instruments,
and simple embedded derivatives.®

Outline the principles of hedge accounting and
account for fair value hedges and cash flow
hedges including hedge effectiveness.®
Leases

Apply and discuss the classification of leases
and accounting for leases by lessors and

lessees.™

Account for and discuss sale and leaseback
transactions.®

Segment Reporting

Determine the nature and extent of reportable
segments.”

Specify and discuss the nature of segment
information to be disclosed."

Employee Benefits

Apply and discuss the accounting treatment of
short term and long term benefits.™

Apply and discuss the accounting treatment of
defined contribution and defined benefit

plans.®

Account for gains and losses on settlements
and curtailments.®
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d)

a)

b)

a)

b)

c)

d)

b)

10.

a)

b)

Account for the “Asset Ceiling” test and the
reporting of actuarial gains and losses.™

Taxation

Apply and discuss the recognition and
measurement of deferred tax liabilities and
deferred tax assets.™

Determine the recognition of tax expense or
income and its inclusion in the financial
statements."!

Provisions, contingencies and events after the
reporting date

Apply and discuss the recognition, de-
recognition and measurement of provisions,
contingent liabilities and contingent assets
including environmental provisions.®’

Calculate and discuss restructuring
provisions.®

Apply and discuss the accounting for events
after the reporting date.”

Determine and report going concern issues
arising after the reporting date.®

Related parties

Determine the parties considered to be related
to an entity.”

Identify the implications of related party
relationships and the need for disclosure.™

Share based payment

Apply and discuss the recognition and
measurement criteria for share-based payment
transactions."

Account for modifications, cancellations and
settlements of share based payment
transactions.




11. Reporting requirements of small and medium-

a)

b)

c)

d)

a)

b)

c)

d)

f)

sized entities (SMEs)

Discuss solutions to the problem of differential
financial reporting.™

Discuss the accounting treatments not
allowable under the IFRS for SME'’s including
the revaluation model for certain assets , ¥

Discuss and apply the simplifications
introduced by the IFRS for SME’s including
accounting for goodwill and intangible assets,
financial instruments, defined benefit schemes,
exchange differences and associates and joint
ventures. &

Discuss the key differences between the IFRS
for SMEs and UK GAAP. &

FINANCIAL STATEMENTS OF GROUPS OF
ENTITIES

Group accounting including cash flow
statements

Apply the method of accounting for business
combinations including complex group
structures.®

Apply the principles in determining the cost of
a business combination.®

Apply the recognition and measurement criteria
for identifiable acquired assets and liabilities
and goodwill including step acquisitions.®

Apply and discuss the criteria used to identify a
subsidiary and an associate.”®

Determine and apply appropriate procedures to
be used in preparing group financial
statements.™

Identify and outline (using relevant legislation,
accounting standards and other applicable
regulation):

- the circumstances in which a group is
required to prepare consolidated financial
statements.'?

- the circumstances when a group may claim
and exemption from the preparation of
consolidated financial statements.™
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g)

a)

b)

a)

b)

b)

- why directors may not wish to consolidate a
subsidiary and where this is permitted.™

Apply the equity method of accounting for
associates.™

Outline and apply the key definitions and
accounting methods which relate to interests in
joint arrangements.™

Prepare and discuss group cash flow
statements.™

Continuing and discontinued interests

Prepare group financial statements where
activities have been discontinued, or have been
acquired or disposed of in the period.'®

Apply and discuss the treatment of a subsidiary
which has been acquired exclusively with a
view to subsequent disposal.™

Changes in group structures

Discuss the reasons behind a group
reorganisation.™

Evaluate and assess the principal terms of a
proposed group reorganisation.®®

Foreign transactions and entities

Outline and apply the translation of foreign
currency amounts and transactions into the
functional currency and the presentational
currency.”

Account for the consolidation of foreign
operations and their disposal.”

SPECIALISED ENTITIES AND SPECIALISED
TRANSACTIONS

Financial reporting in specialised, not-for-profit
and public sector entities

Apply knowledge from the syllabus to
straightforward transactions and events arising
in specialised, not-for-profit, and public sector
entities.™




a)

b)

c)

a)

b)

b)

Entity schemes of arrangement and
reconstructions

Identify when an entity may no longer be
viewed as a going concern or uncertainty exists
surrounding the going concern status.

Identify and outline the circumstances in which
a scheme of arrangement or reconstruction
would be an appropriate alternative to a
company liquidation.?

Outline the appropriate accounting treatment
and relevant disclosures required relating to
schemes of arrangement and reconstructions.”’

IMPLICATIONS OF CHANGES IN
ACCOUNTING REGULATION ON FINANCIAL
REPORTING

The effect of changes in accounting standards
on accounting systems

Apply and discuss the accounting implications
of the first time adoption of a body of new
accounting standards.™

Proposed changes to accounting standards
Identify issues and deficiencies which have led
to a proposed change to an accounting

standard.”?

THE APPRAISAL OF FINANCIAL
PERFORMANCE AND POSITION OF ENTITIES

The creation of suitable accounting policies

Develop accounting policies for an entity which
meet the entity’s reporting requirements."

Identify accounting treatments adopted in
financial statements and assess their suitability

and acceptability.™

Analysis and interpretation of financial
information and measurement of performance

Select and calculate relevant indicators of
financial and non-financial performance.™

Identify and evaluate significant features and
issues in financial statements."
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c)

d)

b)

c)

b)

a)

Highlight inconsistencies in financial
information through analysis and application of
knowledge.™

Make inferences from the analysis of
information taking into account the limitation
of the information, the analytical methods used
and the business environment in which the
entity operates.™

CURRENT DEVELOPMENTS

Environmental and social reporting

Appraise the impact of environmental, social,
and ethical factors on performance
measurement.™

Evaluate current reporting requirements in the
area including the development of integrated

reporting.™

Discuss why entities might include disclosures
relating to the environment and society."®

Convergence between national and
international reporting standards

Evaluate the implications of worldwide
convergence with International Financial

Reporting Standards.™

Discuss the influence of national regulators on
international financial reporting.”

Current reporting issues

Discuss current issues in corporate reporting.”’




NOTE OF SIGNIFICANT CHANGES TO STUDY
GUIDE PAPER P2 UK

RATIONALE FOR CHANGES

ACCA periodically reviews its qualification syllabuses so that they fully meet the needs of stakeholders such as
employers, students, regulatory and advisory bodies and learning providers
The main areas to be added or deleted from the syllabus from that date are shown in Tables 1 and 2 below:

Table 1 — Additions to P2 UK

There have not been any additions to the study guide for the exam year commencing 1 September 2014.
However there have been minor amendments to the wording of some of the study guide outcomes corresponding
to changes within examinable documents. In addition, the comparison between IFRS and UK GAAP will be
based on the new UK GAAP as set out in FRSs 100-102.

Section and subject area Syllabus content

A3 b) Discuss the progress towards a framework for
integrated reporting

H1b) Evaluate current reporting requirements in the area
including the draft Integrated Reporting Framework

Ela) Apply knowledge from the syllabus to straightforward

transactions and events arising in specialised, not-for-
profit, and public sector entities.

(The inclusion of IAS 41 Agriculture in the examinable
documents for this paper means that this is a business
sector that could now be examined under this
outcome.)

Clld Discuss the key differences between the IFRS for SMEs
and UK GAAP.

Table 2 — Deletions to P2 UK

There have not been two specific deletions from the study guide for the exam year commencing 1 September
2014 as detailed in the table below. There have also been changes made within the examinable documents,
particularly in respect of exposure drafts that may be examined. In addition, the comparison between IFRS and
UK GAAP will be based on the new UK GAAP as set out in FRSs 100-102, so the standard by standard
comparisons that appeared in previous editions of this study guide are now combined in outcome C11 d) as
detailed in the table above.

Section and subject area (in prior year study guide) Syllabus content

Cll a) Outline the principal considerations in developing a set
of accounting standards for SMEs

Cllo) Discuss the reasons why the IFRS for SMEs does not
address certain topics.
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Business Analysis (P3)
December 2014 and
June 2015

This syllabus and study guide is designed to help
with planning study and to provide detailed
information on what could be assessed in

any examination session.

THE STRUCTURE OF THE SYLLABUS AND
STUDY GUIDE

Relational diagram of paper with other papers

This diagram shows direct and indirect links
between this paper and other papers preceding or
following it. Some papers are directly underpinned
by other papers such as Advanced Performance
Management by Performance Management. These
links are shown as solid line arrows. Other papers
only have indirect relationships with each other
such as links existing between the accounting and
auditing papers. The links between these are shown
as dotted line arrows. This diagram indicates where
you are expected to have underpinning knowledge
and where it would be useful to review previous
learning before undertaking study.

Overall aim of the syllabus

This explains briefly the overall objective of the
paper and indicates in the broadest sense the
capabilities to be developed within the paper.
Main capabilities

This paper’s aim is broken down into several main
capabilities which divide the syllabus and study
guide into discrete sections.

Relational diagram of the main capabilities

This diagram illustrates the flows and links between
the main capabilities (sections) of the syllabus and

should be used as an aid to planning teaching and
learning in a structured way.
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Syllabus rationale

This is a narrative explaining how the syllabus is
structured and how the main capabilities are linked.
The rationale also explains in further detail what the
examination intends to assess and why.

Detailed syllabus

This shows the breakdown of the main capabilities
(sections) of the syllabus into subject areas. This is
the blueprint for the detailed study guide.

Approach to examining the syllabus

This section briefly explains the structure of the
examination and how it is assessed.

Study Guide

This is the main document that students, learning
and content providers should use as the basis of
their studies, instruction and materials.
Examinations will be based on the detail of the
study guide which comprehensively identifies what
could be assessed in any examination session.

The study guide is a precise reflection and
breakdown of the syllabus. It is divided into sections
based on the main capabilities identified in the
syllabus. These sections are divided into subject
areas which relate to the sub-capabilities included
in the detailed syllabus. Subject areas are broken
down into sub-headings which describe the detailed
outcomes that could be assessed in examinations.
These outcomes are described using verbs
indicating what exams may require students to
demonstrate, and the broad intellectual level at
which these may need to be demonstrated

(*see intellectual levels below).

INTELLECTUAL LEVELS

The syllabus is designed to progressively broaden
and deepen the knowledge, skills and professional
values demonstrated by the student on their way
through the qualification.

The specific capabilities within the detailed
syllabuses and study guides are assessed at one of

three intellectual or cognitive levels:

Level 1: Knowledge and comprehension




Level 2: Application and analysis
Level 3: Synthesis and evaluation

Very broadly, these intellectual levels relate to the
three cognitive levels at which the Knowledge
module, the Skills module and the Professional level
are assessed.

Each subject area in the detailed study guide
included in this document is given a 1, 2, or

3 superscript, denoting intellectual level, marked at
the end of each relevant line. This gives an
indication of the intellectual depth at which an area
could be assessed within the examination. However,
while level 1 broadly equates with the Knowledge
module, level 2 equates to the Skills module and
level 3 to the Professional level, some lower level
skills can continue to be assessed as the student
progresses through each module and level. This
reflects that at each stage of study there will be a
requirement to broaden, as well as deepen
capabilities. It is also possible that occasionally
some higher level capabilities may be assessed at
lower levels.

LEARNING HOURS AND EDUCATION
RECOGNITION

The ACCA qualification does not prescribe or
recommend any particular number of learning hours
for examinations because study and learning
patterns and styles vary greatly between people and
organisations. This also recognises the wide
diversity of personal, professional and educational
circumstances in which ACCA students find
themselves.

As a member of the International Federation of
Accountants, ACCA seeks to enhance the education
recognition of its qualification on both national and
international education frameworks, and with
educational authorities and partners globally. In
doing so, ACCA aims to ensure that its qualifications
are recognized and valued by governments,
regulatory authorities and employers across all
sectors. To this end, ACCA qualifications are
currently recognized on the education frameworks in
several countries. Please refer to your national
education framework regulator for further
information.

Each syllabus contains between 23 and 35 main
subject area headings depending on the nature of
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the subject and how these areas have been broken
down.

GUIDE TO EXAM STRUCTURE

The structure of examinations varies within and
between modules and levels.

The Fundamentals level examinations contain
100% compulsory questions to encourage
candidates to study across the breadth of each
syllabus.

The Knowledge module is assessed by equivalent
two-hour paper based and computer based
examinations.

The Skills module examinations F5-F9 are all paper
based three-hour papers containing a mix of
objective and longer type questions. The Corporate
and Business Law (F4) paper is a two- hour
computer based objective test examination which is
also available as a paper based version from the
December 2014 examination session.

The Professional level papers are all three-hour
paper based examinations, all containing two
sections. Section A is compulsory, but there will be
some choice offered in Section B.

For all three hour examination papers, ACCA has
introduced 15 minutes reading and planning time.

This additional time is allowed at the beginning of
each three-hour examination to allow candidates to
read the questions and to begin planning their
answers before they start writing in their answer
books. This time should be used to ensure that all
the information and exam requirements are properly
read and understood.

During reading and planning time candidates may
only annotate their question paper. They may not
write anything in their answer booklets until told to
do so by the invigilator.

The Essentials module papers all have a Section A
containing a major case study question with all
requirements totalling 50 marks relating to this
case. Section B gives students a choice of two from
three 25 mark questions.




Section A of both the P4 and P5 Options papers
contain one 50 mark compulsory question, and
Section B will offer a choice of two from three
questions each worth 25 marks each.

Section A of each of the P6 and P7 Options papers
contains 60 compulsory marks from two questions;
question 1 attracting 35 marks, and question 2
attracting 25 marks. Section B of both these
Options papers will offer a choice of two from three
questions, with each question attracting 20 marks.

All Professional level exams contain four
professional marks.

The pass mark for all ACCA Qualification
examination papers is 50%.

GUIDE TO EXAMINATION ASSESSMENT

ACCA reserves the right to examine anything
contained within the study guide at any examination
session. This includes knowledge, techniques,
principles, theories, and concepts as specified.

For the financial accounting, audit and assurance,
law and tax papers except where indicated
otherwise, ACCA will publish examinable
documents once a year to indicate exactly

what regulations and legislation could potentially be
assessed within identified examination sessions..

For paper based examinations regulation /ssued or
legislation passed on or before 31% August annually,
will be examinable from 1% September of the
following year to 315 August ! of the year after that.
Please refer to the examinable documents for the
paper (where relevant) for further information.

Regulation issued or legislation passed in
accordance with the above dates may be
examinable even if the effective date is in the future.

The term issued or passed relates to when
regulation or legislation has been formally approved.

The term effective relates to when regulation or
legislation must be applied to an entity transactions
and business practices.

The study guide offers more detailed guidance on

the depth and level at which the examinable
documents will be examined. The study guide
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should therefore be read in conjunction with the
examinable documents list.




MAIN CAPABILITIES

Syllabus

On successful completion of this paper, candidates
should be able to:

-~-» BA(P3) |-» APM(PE)

A Assess the strategic position of an organisation

A A B Evaluate the strategic choices available to an
: organisation
FR (F7) PM (F5) C Dlscus§ hpw an organ.lsatlon might go about its
strategic implementation

D Evaluate and redesign business processes and
structures to implement and support the
organisation’s strategy taking account of
customer and other major stakeholder
requirements

E Integrate appropriate information technology
solutions to support the organisation’s strategy

F  Advise on the principles of project management
to enable the implementation of aspects of the
organisation’s strategy with the twin objectives
of managing risk and ensuring benefits
realisation

G Analyse and evaluate the effectiveness of a
company’s strategy and the financial
consequences of implementing strategic
decisions

H  Assess the role of leadership and people
management in formulating and implementing
business strategy.

AB (F1)

AIM

To apply relevant knowledge, skills, and exercise
professional judgement in assessing strategic
position, determining strategic choice, and
implementing strategic action through beneficial
business process and structural change;
coordinating knowledge systems and information
technology and by effectively managing processes,
projects, and people within financial and other
resource constraints.

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

Strategic position (A) p| Strategic choices (B) »| Strategic action (C)
A A
A 4 \ 4
Business Information Project Financial
and technology management analysis
process (E) (F) (G)
change (D)
A
A 4
People (H)
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RATIONALE

The syllabus for Paper P3, Business Analysis, is
primarily concerned with two issues. The first is the
external forces (the behaviour of customers, the
initiatives of competitors, the emergence of new
laws and regulations) that shape the environment of
an organisation. The second is the internal
ambitions and concerns (desire for growth, the
design of processes, the competences of employees,
the financial resources) that exist within an
organisation. This syllabus looks at both of these
perspectives, from assessing strategic position and
choice to identifying and formulating strategy and
strategic action. It identifies opportunities for
beneficial change that involve people, finance and
information technology. It examines how these
opportunities may be implemented through the
appropriate management of programmes and
projects.

The syllabus begins with the assessment of strategic
position in the present and in the future using
relevant forecasting techniques, and is primarily
concerned with the impact of the external
environment on the business, its internal
capabilities and expectations and how the
organisation positions itself under these constraints.
It examines how factors such as culture, leadership
and stakeholder expectations shape organisational
purpose. Strategic choice is concerned with
decisions which have to be made about an
organisation’s future and the way in which it can
respond to the influences and pressures identified in
the assessment of its current and future strategic
position.

Strategic action concerns the implementation of
strategic choices and the transformation of these
choices into organisational action. Such action takes
place in day-to-day processes and organisational
relationships and these processes and relationships
need to be managed in line with the intended
strategy, involving the effective coordination of
information technology, people, finance and other
business resources.

Companies that undertake successful business
process redesign claim significant organisational
improvements. This simply reflects the fact that
many existing processes are less efficient than they
could be and that new technology makes it possible
to design more efficient processes. Strategic
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planning and strategy implementation has to be
subject to financial benchmarks. Financial analysis
explicitly recognises this, reminding candidates of
the importance of focusing on the key management
accounting techniques that help to determine
strategic action and the financial ratios and
measures that may be used to assess the viability of
a strategy and to monitor and measure its success.

Throughout, the syllabus recognises that successful
strategic planning and implementation requires the
effective recruitment, leadership, organisation and
training and development of people.




DETAILED SYLLABUS

A

Strategic position

The need for, and purpose of, strategic and
business analysis

Environmental issues affecting the strategic
position of, and future outlook for, an
organisation

Competitive forces affecting an organisation

Marketing and the value of goods and services

The internal resources, capabilities and
competences of an organisation

The expectations of stakeholders and the
influence of ethics and culture

Strategic choices

The influence of corporate strategy on an
organisation

Alternative approaches to achieving
competitive advantage

Alternative directions and methods of
development

Strategic action

Organising and enabling success
Managing strategic change
Understanding strategy development
Business and process change
Business change

The role of process and process change
initiatives

Improving the processes of the organisation

Software solutions
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Information technology
Principles of information technology
Principles of e-business

E-business application: upstream supply chain
management

E-business application: downstream supply
chain management

E-business application: customer relationship
management

Project management

The nature of projects

Building a business case

Managing and leading projects

Planning, monitoring and controlling projects
Concluding a project

Financial Analysis

The link between strategy and finance

Finance decisions to formulate and support
business strategy

The role of cost and management accounting in
strategic planning and implementation

Financial implications of making strategic
choices and of implementing strategic actions

People
Strategy and people: leadership
Strategy and people: job design

Strategy and people: staff development




APPROACH TO EXAMINING THE SYLLABUS

The syllabus is assessed by a three-hour paper-
based examination.

Section A

Section A contains one multi-part question based on
a case study scenario. This question is worth 50
marks.

Section B

Section B will consist of three discrete questions
each worth 25 marks. Candidates must answer two
questions from this section.

Total: 100 marks
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Study Guide

A STRATEGIC POSITION

1. The need for, and purpose of, strategic and
business analysis

a) Recognise the fundamental nature and
vocabulary of strategy and strategic
decisions.?

b) Discuss how strategy may be formulated at
different levels (corporate, business level,
operational) of an organisation.®’

c) Explore the Johnson, Scholes and Whittington
model for defining elements of strategic
management — the strategic position, strategic
choices and strategy into action.”

d) Analyse how strategic management is affected
by different organisational contexts.”

e) Compare three different strategy lenses
(Johnson, Scholes and Whittington) for viewing
and understanding strategy and strategic
management.™

f)  Explore the scope of business analysis and its
relationship to strategy and strategic
management in the context of the relational
diagram of this syllabus.®

2. Environmental issues affecting the strategic
position of, and future outlook for, an
organisation

a) Assess the macro-environment of an
organisation using PESTEL."

b)  Highlight the external key drivers of change
likely to affect the structure of a sector or
market.”

c) Explore, using Porter's Diamond, the influence
of national competitiveness on the strategic
position of an organisation.'

d) Prepare scenarios reflecting different

assumptions about the future environment of
an organisation.™
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a)

b)

c)

d)

e)

b)

c)

d)

b)

Evaluate methods of business forecasting used
when quantitatively assessing the likely
outcome of different business strategies.”™

Competitive forces affecting an organisation

Discuss the significance of industry, sector and
convergence.”

Evaluate the sources of competition in an
industry or sector using Porter’s five forces
framework."®

Assess the contribution of the lifecycle model,
the cycle of competition and associated costing
implications to understanding competitive
behaviour."®

Analyse the influence of strategic groups and
market segmentation.™

Determine the opportunities and threats posed
by the environment of an organisation.”

Marketing and the value of goods and services
Analyse customers and markets'

Establish appropriate critical success factors
(CSF) and key performance indicators (KPI) for
products and services

Explore the role of the value chain in creating
and sustaining competitive advantage.'?

Advise on the role and influence of value
networks.®!

Assess different approaches to benchmarking
an organisation’s performance.™

The internal resources, capabilities and
competences of an organisation

Discriminate between strategic capability,
threshold resources, threshold competences,
unique resources and core competences.™

Discuss from a strategic perspective, the
continuing need for effective cost management
and control systems within organisations.”




c)

d)

e)

f)

b)

c)

d)

e)

f)

g)

Discuss the capabilities required to sustain
competitive advantage.”®

Explain the impact of new product, process,
and service developments and innovation in
supporting business strategy.'?

Discuss the contribution of organisational
knowledge to the strategic capability of an
organisation.®

Determine the strengths and weaknesses of an
organisation and formulate an appropriate
SWOT analysis.™

The expectations of stakeholders and the
influence of ethics and culture

Advise on the implications of corporate
governance on organisational purpose and
strategy.?

Evaluate, through stakeholder mapping, the
relative influence of stakeholders on
organisational purpose and strategy."
Assess ethical influences on organisational
purpose and strategy."

Explore the scope of corporate social
responsibility.®

Assess the impact of culture on organisational
purpose and strategy."

Prepare and evaluate a cultural web of an
organisation.™

Advise on how organisations can communicate
their core values and mission.”®

Explain the role of integrated reporting in
communicating strategy and strategic
performance.?

STRATEGIC CHOICES

The influence of corporate strategy on an
organisation

Explore the relationship between a corporate
parent and its business units.”?’
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b)

c)

d)

f)

a)

b)

c)

b)

Assess the opportunities and potential
problems of pursuing different corporate
strategies of product/market diversification from
a national, international and global
perspective.”

Assess the opportunities and potential
problems of pursuing a corporate strategy of
international diversity, international scale
operations and globalisation.

Discuss a range of ways that the corporate
parent can create and destroy organisational
value.'?

Explain three corporate rationales for adding
value — portfolio managers, synergy managers
and parental developers."

Explain and apply the following portfolio
models (the BCG growth/share matrix, public
sector matrix, the parenting matrix or Ashridge
Portfolio display) to assist corporate parents in
managing their business portfolios.®!

Alternative approaches to achieving
competitive advantage

Evaluate, through the strategy clock, generic
strategy options available to an organisation.™

Advise on how price-based strategies,
differentiation and lock-in can help an
organisation sustain its competitive
advantage.®

Assess opportunities for improving
competitiveness through collaboration.™

Alternative directions and methods of
development

Determine generic development directions
(employing an adapted Ansoff matrix and a
TOWS matrix) available to an organisation.””’

Assess how internal development, mergers,
acquisitions, strategic alliances and franchising
can be used as different methods of pursuing a
chosen strategic direction.”




c)

d)

f)

a)

b)

c)

d)

b)

c)

Establish success criteria to assist in the choice
of a strategic direction and method (strategic
options).™

Assess the suitability of different strategic
options to an organisation.®

Assess the feasibility of different strategic
options to an organisation.™

Establish the acceptability of strategic options
to an organisation through analysing risk and
return on investment.™

STRATEGIC ACTION
Organising and enabling success

Advise on how the organisation can be
structured to deliver a selected strategy.™

Explore generic processes that take place
within the structure, with particular emphasis
on the planning process."®

Discuss how internal relationships can be
organised to deliver a selected strategy.”®

Discuss how organisational structure and
external relationships (boundary-less
organisations; hollow, modular and virtual) and
strategic alliances (joint ventures, networks,
franchising, licensing) and the supporting
concepts of outsourcing, offshoring and shared
services, can be used to deliver a selected
strategy.?

Explore (through Mintzberg's organisational
configurations) the design of structure,
processes and relationships.™

Managing strategic change

Explore different types of strategic change and
their implications."?

Determine and diagnose the organisational
context of change using Balogun and Hope
Hailey’s contextual features model and the
cultural web.™

Establish potential blockages and levers of
change.”?
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d)

b)

c)

d)

a)

b)

c)

Advise on the style of leadership appropriate to
manage strategic change.”

Understanding strategy development

Discriminate between the concepts of intended
and emergent strategies.”

Explain how organisations attempt to put an
intended strategy into place.”

Highlight how emergent strategies appear from
within an organisation.”™

Discuss how process redesign, and e-business
can contribute to emergent strategies.””’

Assess the implications of strategic drift and
the demand for multiple processes of strategy
development.™

BUSINESS AND PROCESS CHANGE
Business change

Explain that business change projects are
initiated to address strategic alignment.?

Apply the stages of the business change
lifecycle (alignment, definition, design,
implementation, realisation).”

Assess the value of the four view (POPIT -
people, organisation, processes and
information technology) model to the
successful implementation of business
change @

2. The role of process and process change initiatives

a)

b)

c)

d)

Advise on how an organisation can reconsider
the design of its processes to deliver a selected
strategy.”

Appraise business process change initiatives
previously adopted by organisations.™

Establish an appropriate scope and focus for
business process change using Harmon’s
process-strategy matrix."

Explore the commoditisation of business
processes.™




e)

f)

a)

b)

c)

d)

e)

b)

c)

d)

b)

Advise on the implications of business process
outsourcing.”®

Recommend a business process redesign
methodology for an organisation.®’

Improving the processes of the organisation

Evaluate the effectiveness of current
organisational processes.™

Describe a range of process redesign
patterns.'?

Establish possible redesign options for
improving the current processes of an
organisation.®

Assess the feasibility of possible redesign
options.®

Assess the relationship between process
redesign and strategy.”®

Software solutions

Establish information system requirements
required by business users.®

Assess the advantages and disadvantages of
using a generic software solution to fulfil those
requirements.

Establish a process for evaluating, selecting
and implementing a generic software
solution.®

Explore the relationship between generic
software solutions and business process
redesign.?

INFORMATION TECHNOLOGY

Principles of information technology

Advise on the basic hardware and software
infrastructure required to support business
information systems'?’,

Identify and analyze general information
technology controls and application controls

required for effective accounting information
systems'?),
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c)

d)

a)

b)

c)

d)

b)

c)

d)

e)

f)

Analyze the adequacy of general information
technology controls and application controls for
relevant application systems'®.

Evaluate controls over the safeguarding of
information technology assets to ensure the
organizational ability to meet business
objectives'®.

Principles of e-business

Discuss the meaning and scope of e-
business."?

Advise on the reasons for the adoption of e-
business and recognise barriers to its
adoption.”’

Evaluate how e-business changes the
relationships between organisations and their
customers.®

Discuss and evaluate the main business and
marketplace models for delivering e-business.”

E-business application: upstream supply chain
management

Analyse the main elements of both the push
and pull models of the supply chain.®

Discuss the relationship of the supply chain to
the value chain and the value network.'?

Assess the potential application of information
technology to support and restructure the
supply chain.™®

Advise on how external relationships with
suppliers and distributors can be structured to

deliver a restructured supply chain.®

Discuss the methods, benefits and risks of e-
procurement.®

Assess different options and models for
implementing e-procurement.'

E-business application: downstream supply
chain management

Define the scope and media of e-marketing.'?




b)

c)

d)

f)

b)

c)

d)

f)

Highlight how the media of e-marketing can be
used when developing an effective e-marketing
plan.®

Explore the characteristics of the media of e-
marketing using the ‘61's of Interactivity,
Intelligence, Individualisation, Integration,
Industry structure and Independence of
location.'?

Evaluate the effect of the media of e-marketing
on the traditional marketing mix of product,
promotion, price, place, people, processes and
physical evidence.®

Describe a process for establishing a pricing
strategy for products and services that
recognises both economic and non-economic
factors.”?

Assess the importance of on-line branding in e-
marketing and compare it with traditional
branding.'?

E-business application: customer relationship
management

Define the meaning and scope of customer
relationship management.

Explore different methods of acquiring
customers through exploiting electronic
media.”?’

Evaluate different buyer behaviour amongst on-
line customers."®

Recommend techniques for retaining
customers using electronic media.”

Recommend how electronic media may be
used to increase the activity and value of
established, retained customers.?

Discuss the scope of a representative software

package solution designed to support customer
relationship management.
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b)

c)

d)

e)

f)

PROJECT MANAGEMENT
The nature of projects

Determine the distinguishing features of
projects and the constraints they operate in.®’

Discuss the implications of the triple constraint
of scope, time and cost.[2]

Discuss the relationship between organisational
strategy and project management.®’

Identify and plan to manage risks. &
Advise on the structures and information that
have to be in place to successfully initiate a

project.®

Explain the relevance of projects to process re-
design and e-business systems development.®

2. Building the business case

a)

b)

c)

d)

f)

a)

b)

c)

Describe the structure and contents of a
business case document.'?

Analyse, describe, assess and classify benefits
of a project investment.™®

Analyse, describe, assess and classify the costs
of a project investment™®

Evaluate the costs and benefits of a business
case using standard techniques

Establish responsibility for the delivery of
benefits'?

Explain the role of a benefits realisation
plan?

Managing and leading projects

Discuss the organisation and implications of
project-based team structures.”

Establish the role and responsibilities of the
project manager and the project sponsor.'?

Identify and describe typical problems
encountered by a project manager when
leading a project.'?




d)

b)

c)

d)

Advise on how these typical problems might be
addressed and overcome.®

Planning, monitoring and controlling projects

Discuss the principles of a product breakdown
structure ™

Assess the importance of developing a
project plan and discuss the work required to
produce this plan.'®

Monitor the status of a project and identify
project risks, issues, slippage and changes.?

Formulate responses for dealing with project
risks, issues, slippage and changes.”

Discuss the role of benefits management and
project gateways in project monitoring.”?’

5. Concluding a project

a)

b)

c)

d)

Establish mechanisms for successfully
concluding a project.”

Discuss the relative meaning and benefits of a
post-implementation and a post-project
review.'?

Discuss the meaning and value of benefits
realisation

Evaluate how project management software
may support the planning and monitoring of a
project.®

Apply 'lessons learned' to future business case
validation and to capital allocation decisions.”

FINANCIAL ANALYSIS

The link between strategy and finance
Explain the relationship between strategy and
finance

i) Managing for value

i) Financial expectations of stakeholders
iii) Funding strategies
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b)

c)

b)

c)

d)

b)

Finance decisions to formulate and support
business strategy

Determine the overall investment requirements
of the business.®

Evaluate alternative sources of finance for these
investments and their associated risks."!

Efficiently and effectively manage the current
and non-current assets of the business from a
finance and risk perspective.'?

The role of cost and management accounting
in strategic planning and decision-making

Explain the role, advantages and possible
limitations of a budgetary process."?

Explain the principles of standard costing, its
role in variance analysis and suggest possible
reasons for identified variances."

Evaluate strategic and operational decisions
taking into account risk and uncertainty using
decision trees.™

Evaluate the following strategic options using
marginal and relevant costing techniques.®
i) Make or buy decisions

ii) Accepting or declining special contracts
iii) Closure or continuation decisions

iv) Effective use of scarce resources

Evaluate the role and limitations of cost

accounting in strategy development and

implementation, specifically relating to:?

i) Direct and indirect costs in multi-product
contexts

ii) Overhead apportionment in full costing

iii) Activity based costing in planning and
control

Financial implications of making strategic
choices and of implementing strategic actions

Apply efficiency ratios to assess how efficiently
an organisation uses its current resources.”?’

Apply appropriate gearing ratios to assess the
risks associated with financing and investment
in the organisation.”®’




c) Apply appropriate liquidity ratios to assess the
organisation’s short-term commitments to
creditors and employees.™

d) Apply appropriate profitability ratios to assess
the viability of chosen strategies.

e) Apply appropriate investment ratios to assist
investors and shareholders in evaluating
organisational performance and strategy.””’

H PEOPLE

(Note that Section H of the syllabus is underpinned
directly by knowledge gained in F1, Accountant in
Business. Students are expected to be familiar with
the following Study Guide subject areas from that
syllabus: Al, A2, B1-B3, D1, and D4-D6)

1. Strategy and people: leadership

a) Explain the role of visionary leadership and
identify the key leadership traits effective in the
successful formulation and implementation of
strategy and change management."

b)  Apply and compare alternative classical and
modern theories of leadership in the effective
implementation of strategic objectives.®

2. Strategy and people: job design

a) Assess the contribution of four different
approaches to job design (scientific
management, job enrichment, Japanese
management and re-engineering).”®

b)  Explain the human resource implications of
knowledge work and post-industrial job

design.'?

c) Discuss the tensions and potential ethical
issues related to job design.?

d) Advise on the relationship of job design to
process re-design, project management and the
harnessing of e-business opportunities.”

3. Strategy and people: staff development

a) Discuss the emergence and scope of human
resource development, succession planning
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b)

c)

d)

and their relationship to the strategy of the
organisation.™

Advise and suggest different methods of
establishing human resource development.™

Advise on the contribution of competency
frameworks to human resource development.™

Discuss the meaning and contribution of
workplace learning, the learning organisation,
organisation learning and knowledge
management.™




SUMMARY OF CHANGES TO P3

ACCA annually reviews its qualification so that they fully meet the needs of stakeholders including employers,
students, regulatory and advisory bodies and learning providers. These syllabus changes are effective from
December 2014 and thereafter will be updated with effect from 1% September each year, from September 2015
onwards.

The changes are introduced to the syllabus to reflect the latest business and educational developments affecting
this paper. These are summarised in the table below.

Summary of changes to P3 (Table):

Section and subject area Syllabus content

Subject area A2 heading amended Environmental issues affecting the strategic
position of, and future outlook for, an organisation

A2b amended to add ‘external’ Highlight the external key drivers of change likelyt

to affect the structure of a sector or market

A5f Deleted Identify opportunities for managing the strategic
capability of an organisation

A6h) Added Explain the role of integrated reporting in
communicating strategy and strategic
performance

B1f) Amended to delete and add models Explain and apply the following portfolio models

(the BCG growth/share matrix, the public sector
portfolio matrix, the parenting matrix or Ashridge
Portfolio Display) to assist corporate parents in
managing their business portfolios

B2c) Deleted Explore how organisations can respond to
hypercompetitive conditions
C1d Amended Discuss how organisational structure and

external relationships (boundary-less
organisations; hollow, modular and virtual) and
strategic alliances (joint ventures, networks,
franchising, licensing) and the supporting
concepts of outsourcing, offshoring and shared
services, can be used to deliver a selected
strategy

C2e) and f) Deleted Specify organisational roles required to manage
strategic change
Discuss levers that can be employed to manage
strategic change

Section D heading amended and D BUSINESS AND PROCESS CHANGE

New D1 Subject area added 1.Business change

a) Explain that business change projects are
initiated to address strategic alignment.(z

b) Apply the stages of the business change
lifecycle (alignment, definition, design,
implementation and realisation)

c) Assess the value of the four view (POPIT —
people, organisation, processes and
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information
technology) model to the successful
implementation of business change

New E1 Subject area added

E INFORMATION TECHNOLOGY

1. Principles of information technology

a) Advise on the basic hardware and software
infrastructure required to support business
information systems

b) Identify and analyse general information
technology controls and application controls
required for effective accounting information
systems

c) Analyse the adequacy of general information
technology controls and application controls for
relevant application systems

d) Evaluate controls over the safeguarding of
information technology assets to ensure the
organizational ability to meet business
objectives
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New E2e) and f) deleted e) Advise on the hardware and software
infrastructure required to support e-business.s
f) Advise on how the organisation can utilise
information technology to help it deliver a
selected strategy

Section H (Note added for clarification) (Note that Section H of the syllabus is
underpinned directly by knowledge gained in
F1, Accountant in Business. Students are
expected to be familiar with the following
Study Guide subject areas from that
syllabus: D1, and D4-D6)
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Advanced Financial
Management (P4)
December 2014 & June
2015

This syllabus and study guide is designed to help
with planning study and to provide detailed
information on what could be assessed in

any examination session.

THE STRUCTURE OF THE SYLLABUS AND
STUDY GUIDE

Relational diagram of paper with other papers

This diagram shows direct and indirect links
between this paper and other papers preceding or
following it. Some papers are directly underpinned
by other papers such as Advanced Performance
Management by Performance Management. These
links are shown as solid line arrows. Other papers
only have indirect relationships with each other
such as links existing between the accounting and
auditing papers. The links between these are shown
as dotted line arrows. This diagram indicates where
you are expected to have underpinning knowledge
and where it would be useful to review previous
learning before undertaking study.

Overall aim of the syllabus

This explains briefly the overall objective of the
paper and indicates in the broadest sense the
capabilities to be developed within the paper.
Main capabilities

This paper’s aim is broken down into several main
capabilities which divide the syllabus and study
guide into discrete sections.

Relational diagram of the main capabilities

This diagram illustrates the flows and links between
the main capabilities (sections) of the syllabus and

should be used as an aid to planning teaching and
learning in a structured way.
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Syllabus rationale

This is a narrative explaining how the syllabus is
structured and how the main capabilities are linked.
The rationale also explains in further detail what the
examination intends to assess and why.

Detailed syllabus

This shows the breakdown of the main capabilities
(sections) of the syllabus into subject areas. This is
the blueprint for the detailed study guide.

Approach to examining the syllabus

This section briefly explains the structure of the
examination and how it is assessed.

Study Guide

This is the main document that students, learning
and content providers should use as the basis of
their studies, instruction and materials.
Examinations will be based on the detail of the
study guide which comprehensively identifies what
could be assessed in any examination session.

The study guide is a precise reflection and
breakdown of the syllabus. It is divided into sections
based on the main capabilities identified in the
syllabus. These sections are divided into subject
areas which relate to the sub-capabilities included
in the detailed syllabus. Subject areas are broken
down into sub-headings which describe the detailed
outcomes that could be assessed in examinations.
These outcomes are described using verbs
indicating what exams may require students to
demonstrate, and the broad intellectual level at
which these may need to be demonstrated

(*see intellectual levels below).

INTELLECTUAL LEVELS

The syllabus is designed to progressively broaden
and deepen the knowledge, skills and professional
values demonstrated by the student on their way
through the qualification.

The specific capabilities within the detailed
syllabuses and study guides are assessed at one of

three intellectual or cognitive levels:

Level 1: Knowledge and comprehension




Level 2: Application and analysis
Level 3: Synthesis and evaluation

Very broadly, these intellectual levels relate to the
three cognitive levels at which the Knowledge
module, the Skills module and the Professional level
are assessed.

Each subject area in the detailed study guide
included in this document is given a 1, 2, or

3 superscript, denoting intellectual level, marked at
the end of each relevant line. This gives an
indication of the intellectual depth at which an area
could be assessed within the examination. However,
while level 1 broadly equates with the Knowledge
module, level 2 equates to the Skills module and
level 3 to the Professional level, some lower level
skills can continue to be assessed as the student
progresses through each module and level. This
reflects that at each stage of study there will be a
requirement to broaden, as well as deepen
capabilities. It is also possible that occasionally
some higher level capabilities may be assessed at
lower levels.

LEARNING HOURS AND EDUCATION
RECOGNITION

The ACCA qualification does not prescribe or
recommend any particular number of learning hours
for examinations because study and learning
patterns and styles vary greatly between people and
organisations. This also recognises the wide
diversity of personal, professional and educational
circumstances in which ACCA students find
themselves.

As a member of the International Federation of
Accountants, ACCA seeks to enhance the education
recognition of its qualification on both national and
international education frameworks, and with
educational authorities and partners globally. In
doing so, ACCA aims to ensure that its qualifications
are recognized and valued by governments,
regulatory authorities and employers across all
sectors. To this end, ACCA qualifications are
currently recognized on the education frameworks in
several countries. Please refer to your national
education framework regulator for further
information.

Each syllabus contains between 23 and 35 main
subject area headings depending on the nature of
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the subject and how these areas have been broken
down.

GUIDE TO EXAM STRUCTURE

The structure of examinations varies within and
between modules and levels.

The Fundamentals level examinations contain
100% compulsory questions to encourage
candidates to study across the breadth of each
syllabus.

The Knowledge module is assessed by equivalent
two-hour paper based and computer based
examinations.

The Skills module examinations F5-F9 are all paper
based three-hour papers containing a mix of
objective and longer type questions. The Corporate
and Business Law (F4) paper is a two- hour
computer based objective test examination which is
also available as a paper based version from the
December 2014 examination session.

The Professional level papers are all three-hour
paper based examinations, all containing two
sections. Section A is compulsory, but there will be
some choice offered in Section B.

For all three hour examination papers, ACCA has
introduced 15 minutes reading and planning time.

This additional time is allowed at the beginning of
each three-hour examination to allow candidates to
read the questions and to begin planning their
answers before they start writing in their answer
books. This time should be used to ensure that all
the information and exam requirements are properly
read and understood.

During reading and planning time candidates may
only annotate their question paper. They may not
write anything in their answer booklets until told to
do so by the invigilator.

The Essentials module papers all have a Section A
containing a major case study question with all
requirements totalling 50 marks relating to this
case. Section B gives students a choice of two from
three 25 mark questions.




Section A of both the P4 and P5 Options papers
contain one 50 mark compulsory question, and
Section B will offer a choice of two from three
questions each worth 25 marks each.

Section A of each of the P6 and P7 Options papers
contains 60 compulsory marks from two questions;
question 1 attracting 35 marks, and question 2
attracting 25 marks. Section B of both these
Options papers will offer a choice of two from three
questions, with each question attracting 20 marks.

All Professional level exams contain four
professional marks.

The pass mark for all ACCA Qualification
examination papers is 50%.
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GUIDE TO EXAMINATION ASSESSMENT

ACCA reserves the right to examine anything
contained within the study guide at any examination
session. This includes knowledge, techniques,
principles, theories, and concepts as specified.

For the financial accounting, audit and assurance,
law and tax papers except where indicated
otherwise, ACCA will publish examinable
documents once a year to indicate exactly

what regulations and legislation could potentially be
assessed within identified examination sessions..

For paper based examinations regulation /ssued or
legislation passed on or before 31% August annually,
will be examinable from 1% September of the
following year to 31% August ! of the year after that.
Please refer to the examinable documents for the
paper (where relevant) for further information.

Regulation issued or legislation passed in
accordance with the above dates may be
examinable even if the effective date is in the future.

The term issued or passed relates to when
regulation or legislation has been formally approved.

The term effective relates to when regulation or
legislation must be applied to an entity transactions
and business practices.

The study guide offers more detailed guidance on
the depth and level at which the examinable
documents will be examined. The study guide
should therefore be read in conjunction with the
examinable documents list.




Syllabus

MAIN CAPABILITIES

On successful completion of this paper, candidates

should be able to:

PA(P1) |-» AFM (P4) CR (P2)
A <--
FM (F9)
A
MA (F2)
AIM

To apply relevant knowledge, skills and exercise
professional judgement as expected of a senior
financial executive or advisor, in taking or
recommending decisions relating to the financial
management of an organisation in private and
public sectors.

B Evaluate the impact of macro economics and
recognise the role of international financial
institutions in the financial management of

multinationals

C Evaluate potential investment decisions and
assessing their financial and strategic
consequences, both domestically and

internationally

D Assess and plan acquisitions and mergers as

an alternative growth strategy

E Evaluate and advise on alternative corporate

re-organisation strategies

F  Apply and evaluate alternative advanced
treasury and risk management techniques

G Identify and assess the potential impact of
emerging issues in finance and financial

management.

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

A Explain and evaluate the role and responsibility
of the senior financial executive or advisor in
meeting conflicting needs of stakeholders

Role and responsibility towards stakeholders (A)

\ 4

Advanced investment appraisal (C)

A 4

Acquisition and mergers (D)

A

\ 4

porate reconstruction and re-organisation (E)

A

A 4

Treasury and advanced risk management
techniques (F)

A

» a
l L
Economic
environment for
multinational R
organisations "
(B)
< » Cor
» a
l L
A
v

A
A 4

Emerging issues in finance and financial management (G)

A
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RATIONALE

This syllabus develops upon the core financial
management knowledge and skills covered in the
F9, Financial Management, syllabus at the
Fundamentals level and prepares candidates to
advise management and/or clients on complex
strategic financial management issues facing an
organisation.

The syllabus starts by exploring the role and
responsibility of a senior executive or advisor in
meeting competing needs of stakeholders within the
business environment of multinationals. The
syllabus then re-examines investment and financing
decisions, with the emphasis moving towards the
strategic consequences of making such decisions in
a domestic, as well as international, context.
Candidates are then expected to develop further
advisory skills in planning strategic acquisitions and
mergers and corporate re-organisations.

The next part of the syllabus re-examines, in the
broadest sense, the existence of risks in business
and the sophisticated strategies which are employed
in order to manage such risks. It builds on what
candidates would have covered in the F9, Financial
Management, syllabus and the P1, Governance, Risk
and Ethics, syllabus. The syllabus finishes by
examining the impact of emerging issues in finance.

© ACCA 2014 All rights reserved.




DETAILED SYLLABUS

A

Role and responsibility towards stakeholders

The role and responsibility of senior financial
executive/advisor

Financial strategy formulation

Conflicting stakeholder interests

Ethical issues in financial management
Environmental issues and integrated reporting

Economic environment for multinational
organisations

Management of international trade and finance

Strategic business and financial planning for
multinational organisations

Advanced investment appraisal
Discounted cash flow techniques

Application of option pricing theory in
investment decisions

Impact of financing on investment decisions
and adjusted present values

Valuation and the use of free cash flows

International investment and financing
decisions

Acquisitions and mergers

Acquisitions and mergers versus other growth
strategies

Valuation for acquisitions and mergers
Regulatory framework and processes
Financing acquisitions and mergers
Corporate reconstruction and re-organisation

Financial reconstruction
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Business re-organisation

Treasury and advanced risk management
techniques

The role of the treasury function in
multinationals

The use of financial derivatives to hedge
against forex risk

The use of financial derivatives to hedge
against interest rate risk

Dividend policy in multinationals and transfer
pricing

Emerging issues in finance and financial
management

Developments in world financial markets

Developments in international trade and
finance

Developments in Islamic financing




APPROACH TO EXAMINING THE SYLLABUS

The P4, Advanced Financial Management, paper
builds upon the skills and knowledge examined in
the F9, Financial Management, paper. At this stage
candidates will be expected to demonstrate an
integrated knowledge of the subject and an ability to
relate their technical understanding of the subject to
issues of strategic importance to the organisation.
The study guide specifies the wide range of
contextual understanding that is required to achieve
a satisfactory standard at this level.

Examination Structure

The examination will be a three-hour paper in two
sections:

Section A:

Section A will contain a compulsory question,
comprising of 50 marks.

Section A will normally cover significant issues
relevant to the senior financial manager or advisor
and will be set in the form of a case study or
scenario. The requirements of the section A question
are such that candidates will be expected to show a
comprehensive understanding of issues from across
the syllabus. The question will contain a mix of
computational and discursive elements. Within this
question candidates will be expected to provide
answers in a specified form such as a short report or
board memorandum commensurate with the
professional level of the paper in part or whole of
the question.

Section B:

In section B candidates will be asked to answer two
from three questions, comprising of 25 marks each.

Section B questions are designed to provide a more
focused test of the syllabus. Questions will normally
contain a mix of computational and discursive
elements, but may also be wholly discursive or
evaluative where computations are already
provided.

Total 100 marks
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Study Guide

A

b)

c)

a)

b)

c)

d)

e)

ROLE AND RESPONSIBILITY TOWARDS
STAKEHOLDERS

The role and responsibility of senior financial
executive/advisor

Develop strategies for the achievement of the
organisational goals in line with its agreed
policy framework. &

Recommend strategies for the management of
the financial resources of the organisation such
that they are utilised in an efficient, effective
and transparent way.

Advise the board of directors or management of

the organisation in setting the financial goals of

the business and in its financial policy

development with particular reference to: @

i) Investment selection and capital resource
allocation

i) Minimising the cost of capital

iii) Distribution and retention policy

iv) Communicating financial policy and
corporate goals to internal and external
stakeholders

v) Financial planning and control

vi) The management of risk.

Financial strategy formulation

Assess organisational performance using
methods such as ratios, trends, EVA™ and
MVA.®

Recommend the optimum capital mix and
structure within a specified business context
and capital asset structure.”

Recommend appropriate distribution and
retention policy."™

Explain the theoretical and practical rationale
for the management of risk.

Assess the organisation’s exposure to business
and financial risk including operational,
reputational, political, economic, regulatory
and fiscal risk."
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f)

g)

a)

b)

c)

a)

b)

c)

d)

Develop a framework for risk management,
comparing and contrasting risk mitigation,
hedging and diversification strategies.”

Establish capital investment monitoring and
risk management systems."®

Conflicting stakeholder interests

Assess the potential sources of the conflict

within a given corporate governance/

stakeholder framework informed by an

understanding of the alternative theories of

managerial behaviour. ™

Relevant underpinning theory for this

assessment would be:

i) The separation of ownership and control

ii) Transaction cost economics and
comparative governance structures

iii) Agency Theory.

Recommend, within specified problem
domains, appropriate strategies for the
resolution of stakeholder conflict and advise on
alternative approaches that may be adopted. ™

Compare the different governance structures
and policies (with particular emphasis upon
the European stakeholder and the US/UK
shareholder model) and with respect to the role
of the financial manager. ™

Ethical issues in financial management

Assess the ethical dimension within business
issues and decisions and advise on best
practice in the financial management of the
organisation.™

Demonstrate an understanding of the
interconnectedness of the ethics of good
business practice between all of the functional
areas of the organisation.'

Establish an ethical financial policy for the
financial management of the organisation
which is grounded in good governance, the
highest standards of probity and is fully aligned
with the ethical principles of the Association. ™

Recommend an ethical framework for the
development of an organisation’s financial
policies and a system for the assessment of its




b)

b)

c)

d)

ethical impact upon the financial management
of the organisation.™

Explore the areas within the ethical framework
of the organisation which may be undermined
by agency effects and/or stakeholder conflicts
and establish strategies for dealing with
them.™

Environmental issues and integrated reporting

Assess the issues which may impact upon

organisational objectives and governance

from:®

i) Sustainability and environmental risk

ii) The carbon-trading economy and emissions

iii) The role of the environment agency

iv) Environmental audits and the triple bottom
line approach.

Assess and advise on the impact of investment
and financing strategies and decisions on
the organisations' stakeholders, from an
integrated reporting and governance
perspective @

ECONOMIC ENVIRONMENT FOR
MULTINATIONALS

Management of international trade and
finance

Advise on the theory and practice of free trade
and the management of barriers to trade.'

Demonstrate an up to date understanding of
the major trade agreements and common
markets and, on the basis of contemporary
circumstances, advise on their policies and
strategic implications for a given business.™

Discuss the objectives of the World Trade
Organisation.

Discuss the role of international financial
institutions within the context of a globalised
economy, with particular attention to the
International Monetary Fund, the Bank of
International Settlements, The World Bank and
the principal Central Banks (the Fed, Bank of
England, European Central Bank and the Bank
of Japan).”
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b)

Assess the role of the international financial
markets with respect to the management of
global debt, the financial development of the
emerging economies and the maintenance of
global financial stability.”’

Strategic business and financial planning for
multinationals

Advise on the development of a financial

planning framework for a multinational

organisation taking into account:™

i) Compliance with national regulatory
requirements (for example the London
Stock Exchange admission requirements)

ii) The mobility of capital across borders and
national limitations on remittances and
transfer pricing

iii) The pattern of economic and other risk
exposures in the different national markets

iv) Agency issues in the central coordination of
overseas operations and the balancing of
local financial autonomy with effective
central control.

ADVANCED INVESTMENT APPRAISAL
Discounted cash flow techniques

Evaluate the potential value added to an

organisation arising from a specified capital

investment project or portfolio using the net

present value (NPV) model.™!

Project modelling should include explicit

treatment and discussion of:

i) Inflation and specific price variation

ii) Taxation including capital allowances and
tax exhaustion

iii) Single period and multi-period capital
rationing. Multi-period capital rationing to
include the formulation of programming
methods and the interpretation of their
output

iv) Probability analysis and sensitivity analysis
when adjusting for risk and uncertainty in
investment appraisal

v) Risk adjusted discount rates.

Outline the application of Monte Carlo
simulation to investment appraisal.®
Candidates will not be expected to undertake
simulations in an examination context but will




c)

b)

c)

be expected to demonstrate an understanding

of:

i) Simple model design

ii)  The different types of distribution
controlling the key variables within the
simulation

iii)  The significance of the simulation output
and the assessment of the likelihood of
project success

iv) The measurement and interpretation of
project value at risk.

Establish the potential economic return (using
internal rate of return (IRR) and modified
internal rate of return) and advise on a
project’s return margin. Discuss the relative
merits of NPV and IRR.®

Application of option pricing theory in
investment decisions

Apply the Black-Scholes Option Pricing (BSOP)

model to financial product valuation and to

asset valuation:™

i) Determine and discuss, using published
data, the five principal drivers of option
value (value of the underlying, exercise
price, time to expiry, volatility and the risk-
free rate)

i) Discuss the underlying assumptions,
structure, application and limitations of the
BSOP model.

Evaluate embedded real options within a
project, classifying them into one of the real
option archetypes.®

Assess, calculate and advise on the value of
options to delay, expand, redeploy and
withdraw using the BSOP model."®

Impact of financing on investment decisions
and adjusted present values

Identify and assess the appropriateness of the
range of sources of finance available to an
organisation including equity, debt, hybrids,
lease finance, venture capital, business angel
finance, private equity, asset securitisation and
sale and Islamic finance. Including assessment
on the financial position, financial risk and the
value of an organisation."®
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b)

c)

d)

f)

g)

Calculate the cost of capital of an organisation,
including the cost of equity and cost of debt,
based on the range of equity and debt sources
of finance. Discuss the appropriateness of
using the cost of capital to establish project
and organisational value, and discuss its
relationship to such value.”®

Calculate and evaluate project specific cost of
equity and cost of capital, including their
impact on the overall cost of capital of an
organisation. Demonstrate detailed knowledge
of business and financial risk, the capital asset
pricing model and the relationship between
equity and asset betas.™

Assess an organisation’s debt exposure to
interest rate changes using the simple
Macaulay duration method. ™

Discuss the benefits and limitations of duration
including the impact of convexity.

Assess the organisation’s exposure to credit

risk, including:

i) Explain the role of, and the risk assessment
models used by the principal rating
agencies

ii) Estimate the likely credit spread over risk
free

iii) Estimate the organisation’s current cost of
debt capital using the appropriate term
structure of interest rates and the credit
spread.

Assess the impact of financing and capital

structure upon the organisation with respect

to:[3]

i) Modigliani and Miller propositions, before
and after tax

ii) Static trade-off theory

iii) Pecking order propositions

iv) Agency effects.

Apply the adjusted present value technique to
the appraisal of investment decisions that
entail significant alterations in the financial
structure of the organisation, including their
fiscal and transactions cost implications.™

Assess the impact of a significant capital
investment project upon the reported financial
position and performance of the organisation




b)

c)

d)

b)

c)

d)

e)

taking into account alternative financing
strategies.”

Valuation and the use of free cash flows

Apply asset based, income based and cash
flow based models to value equity. Apply
appropriate models, including term structure of
interest rates, the yield curve and credit
spreads, to value corporate debt.™

Forecast an organisation’s free cash flow and
its free cash flow to equity (pre and post
capital reinvestment).”

Advise on the value of an organisation using its
free cash flow and free cash flow to equity
under alternative horizon and growth
assumptions.®

Explain the use of the BSOP model to estimate
the value of equity of an organisation and
discuss the implications of the model for a
change in the value of equity.

Explain the role of BSOP model in the
assessment of default risk, the value of debt
and its potential recoverability. %’

International investment and financing
decisions

Assess the impact upon the value of a project
of alternative exchange rate assumptions.®

Forecast project or organisation free cash flows
in any specified currency and determine the
project’s net present value or organisation
value under differing exchange rate, fiscal and
transaction cost assumptions.

Evaluate the significance of exchange controls
for a given investment decision and strategies
for dealing with restricted remittance.™

Assess the impact of a project upon an
organisation’s exposure to translation,
transaction and economic risk."

Assess and advise on the costs and benefits of

alternative sources of finance available within
the international equity and bond markets.™
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a)

b)

c)

d)

b)

c)

d)

ACQUISITIONS AND MERGERS

Acquisitions and mergers versus other growth
strategies

Discuss the arguments for and against the use
of acquisitions and mergers as a method of
corporate expansion.?

Evaluate the corporate and competitive nature
of a given acquisition proposal.’®

Advise upon the criteria for choosing an
appropriate target for acquisition.”

Compare the various explanations for the high
failure rate of acquisitions in enhancing
shareholder value.™

Evaluate, from a given context, the potential for
synergy separately classified as:™

i) Revenue synergy

ii) Cost synergy

iii) Financial synergy.

Valuation for acquisitions and mergers
Discuss the problem of overvaluation.®

Estimate the potential near-term and
continuing growth levels of a corporation’s
earnings using both internal and external
measures.”

Assess the impact of an acquisition or merger
upon the risk profile of the acquirer
distinguishing:*’

i) Type 1 acquisitions that do not alter the
acquirer’s exposure to financial or
business risk

i) Type 2 acquisitions that impact upon the
acquirer’s exposure to financial risk

iii) Type 3 acquisitions that impact upon the

acquirer’s exposure to both financial and
business risk.

Advise on the valuation of a type 1 acquisition
of both quoted and unquoted entities using:™

i) 'Book value-plus’ models

i) Market based models

i) Cash flow models, including EVA™, MVA.




f)

g)

b)

a)

b)

c)

a)

Advise on the valuation of type 2 acquisitions
using the adjusted net present value model.”’

Advise on the valuation of type 3 acquisitions
using iterative revaluation procedures.”®

Demonstrate an understanding of the
procedure for valuing high growth start-ups.®

Regulatory framework and processes

Demonstrate an understanding of the principal
factors influencing the development of the
regulatory framework for mergers and
acquisitions globally and, in particular, be able
to compare and contrast the shareholder versus
the stakeholder models of regulation.®®’

Identify the main regulatory issues which are

likely to arise in the context of a given offer and

i) assess whether the offer is likely to be in
the shareholders’ best interests

ii) advise the directors of a target entity on
the most appropriate defence if a specific
offer is to be treated as hostile.”

Financing acquisitions and mergers

Compare the various sources of financing
available for a proposed cash-based
acquisition. &

Evaluate the advantages and disadvantages of
a financial offer for a given acquisition proposal
using pure or mixed mode financing and
recommend the most appropriate offer to be
made.™

Assess the impact of a given financial offer on
the reported financial position and performance
of the acquirer.”®

CORPORATE RECONSTRUCTION AND RE-
ORGANISATION

Financial reconstruction
Assess an organisational situation and
determine whether a financial reconstruction is

the most appropriate strategy for dealing with
the problem as presented.™
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b)

c)

b)

c)

b)

Assess the likely response of the capital market
and/or individual suppliers of capital to any
reconstruction scheme and the impact their
response is likely to have upon the value of the
organisation.®

Recommend a reconstruction scheme from a
given business situation, justifying the proposal
in terms of its impact upon the reported
performance and financial position of the
organisation.®

Business re-organisation

Recommend, with reasons, strategies for
unbundling parts of a quoted company.*®

Evaluate the likely financial and other benefits
of unbundling.®®

Advise on the financial issues relating to a
management buy-out and buy-in."

TREASURY AND ADVANCED RISK
MANAGEMENT TECHNIQUES

The role of the treasury function in
multinationals

Discuss the role of the treasury management

function within:**

i) The short term management of the
organisation’s financial resources

ii) The longer term maximisation of corporate
value

iii) The management of risk exposure.

Discuss the operations of the derivatives

market, including:®

i) The relative advantages and disadvantages
of exchange traded versus OTC agreements

i) Key features, such as standard contracts,
tick sizes, margin requirements and margin
trading

iii) The source of basis risk and how it can be
minimised.

iv) Risks such as delta, gamma, vega, rho and
theta, and how these can be managed.




a)

b)

c)

The use of financial derivatives to hedge
against forex risk

Assess the impact on an organisation to b)
exposure in translation, transaction and
economic risks and how these can be
managed.
c)
Evaluate, for a given hedging requirement,
which of the following is the most appropriate
strategy, given the nature of the underlying
position and the risk exposure:*
i) The use of the forward exchange market
and the creation of a money market hedge
ii) Synthetic foreign exchange agreements G
(SAFEs)
iii) Exchange-traded currency futures contracts
iv) Currency swaps 1.
v) FOREX swaps
vi) Currency options.

Advise on the use of bilateral and multilateral
netting and matching as tools for minimising
FOREX transactions costs and the management
of market barriers to the free movement of
capital and other remittances.™

The use of financial derivatives to hedge
against interest rate risk 2.

Evaluate, for a given hedging requirement,
which of the following is the most appropriate
given the nature of the underlying position and
the risk exposure:™
i) Forward Rate Agreements (FRAs)
ii) Interest Rate Futures
i) Interest rate swaps
iv) Options on FRAs (caps and collars), Interest
rate futures and interest rate swaps. 3.

Dividend policy in multinationals and transfer
pricing

Determine a corporation’s dividend capacity

and its policy given:*

i) The corporation’s short- and long-term
reinvestment strategy

ii) The impact of capital reconstruction
programmes such as share repurchase
agreements and new capital issues on free
cash flow to equity.

iii) The availability and timing of central
remittances
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iv) The corporate tax regime within the host
jurisdiction.

Advise, in the context of a specified capital
investment programme, on an organisation’s
current and projected dividend capacity.”

Develop organisational policy on the transfer
pricing of goods and services across
international borders and be able to determine
the most appropriate transfer pricing strategy in
a given situation reflecting local regulations and
tax regimes.™

EMERGING ISSUES IN FINANCE AND
FINANCIAL MANAGEMENT

Developments in world financial markets

Discuss the significance to the organisation, of
latest developments in the world financial
markets such as the causes and impact of the
recent financial crisis; growth and impact of
dark pool trading systems; the removal of
barriers to the free movement of capital; and
the international regulations on money
laundering. &

Developments in international trade and
finance

Demonstrate an awareness of new
developments in the macroeconomic
environment, assessing their impact upon the
organisation, and advising on the appropriate
response to those developments both internally
and externally. &

Developments in Islamic financing

Demonstrate an understanding of the role of,
and developments in, Islamic financing as a
growing source of finance for organisations;
explaining the rationale for its use, and
identifying its benefits and deficiencies.




SUMMARY OF CHANGES TO P4

There are changes to the syllabus to reflect the latest business and educational developments affecting this
paper. These are summarised in the table below.

ACCA periodically reviews its qualification syllabuses so that they fully meet the needs of stakeholders such as
employers, students, regulatory and advisory bodies and learning providers.

Section and subject area Syllabus content

New A5b) added b) Assess and advise on the impact of investment
and financing strategies and decisions on the
organisations' stakeholders, from an integrated
reporting and governance perspective .
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Advanced Performance
Management (P5)
December 2014 & June
2015

This syllabus and study guide is designed to help
with planning study and to provide detailed
information on what could be assessed in

any examination session.

THE STRUCTURE OF THE SYLLABUS AND
STUDY GUIDE

Relational diagram of paper with other papers

This diagram shows direct and indirect links
between this paper and other papers preceding or
following it. Some papers are directly underpinned
by other papers such as Advanced Performance
Management by Performance Management. These
links are shown as solid line arrows. Other papers
only have indirect relationships with each other
such as links existing between the accounting and
auditing papers. The links between these are shown
as dotted line arrows. This diagram indicates where
you are expected to have underpinning knowledge
and where it would be useful to review previous
learning before undertaking study.

Overall aim of the syllabus

This explains briefly the overall objective of the
paper and indicates in the broadest sense the
capabilities to be developed within the paper.
Main capabilities

This paper’s aim is broken down into several main
capabilities which divide the syllabus and study
guide into discrete sections.

Relational diagram of the main capabilities

This diagram illustrates the flows and links between
the main capabilities (sections) of the syllabus and

should be used as an aid to planning teaching and
learning in a structured way.
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Syllabus rationale

This is a narrative explaining how the syllabus is
structured and how the main capabilities are linked.
The rationale also explains in further detail what the
examination intends to assess and why.

Detailed syllabus

This shows the breakdown of the main capabilities
(sections) of the syllabus into subject areas. This is
the blueprint for the detailed study guide.

Approach to examining the syllabus

This section briefly explains the structure of the
examination and how it is assessed.

Study Guide

This is the main document that students, learning
and content providers should use as the basis of
their studies, instruction and materials.
Examinations will be based on the detail of the
study guide which comprehensively identifies what
could be assessed in any examination session.

The study guide is a precise reflection and
breakdown of the syllabus. It is divided into sections
based on the main capabilities identified in the
syllabus. These sections are divided into subject
areas which relate to the sub-capabilities included
in the detailed syllabus. Subject areas are broken
down into sub-headings which describe the detailed
outcomes that could be assessed in examinations.
These outcomes are described using verbs
indicating what exams may require students to
demonstrate, and the broad intellectual level at
which these may need to be demonstrated

(*see intellectual levels below).

INTELLECTUAL LEVELS

The syllabus is designed to progressively broaden
and deepen the knowledge, skills and professional
values demonstrated by the student on their way
through the qualification.

The specific capabilities within the detailed
syllabuses and study guides are assessed at one of

three intellectual or cognitive levels:

Level 1: Knowledge and comprehension




Level 2: Application and analysis
Level 3: Synthesis and evaluation

Very broadly, these intellectual levels relate to the
three cognitive levels at which the Knowledge
module, the Skills module and the Professional level
are assessed.

Each subject area in the detailed study guide
included in this document is given a 1, 2, or

3 superscript, denoting intellectual level, marked at
the end of each relevant line. This gives an
indication of the intellectual depth at which an area
could be assessed within the examination. However,
while level 1 broadly equates with the Knowledge
module, level 2 equates to the Skills module and
level 3 to the Professional level, some lower level
skills can continue to be assessed as the student
progresses through each module and level. This
reflects that at each stage of study there will be a
requirement to broaden, as well as deepen
capabilities. It is also possible that occasionally
some higher level capabilities may be assessed at
lower levels.

LEARNING HOURS AND EDUCATION
RECOGNITION

The ACCA qualification does not prescribe or
recommend any particular number of learning hours
for examinations because study and learning
patterns and styles vary greatly between people and
organisations. This also recognises the wide
diversity of personal, professional and educational
circumstances in which ACCA students find
themselves.

As a member of the International Federation of
Accountants, ACCA seeks to enhance the education
recognition of its qualification on both national and
international education frameworks, and with
educational authorities and partners globally. In
doing so, ACCA aims to ensure that its qualifications
are recognized and valued by governments,
regulatory authorities and employers across all
sectors. To this end, ACCA qualifications are
currently recognized on the education frameworks in
several countries. Please refer to your national
education framework regulator for further
information.

Each syllabus contains between 23 and 35 main
subject area headings depending on the nature of
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the subject and how these areas have been broken
down.

GUIDE TO EXAM STRUCTURE

The structure of examinations varies within and
between modules and levels.

The Fundamentals level examinations contain
100% compulsory questions to encourage
candidates to study across the breadth of each
syllabus.

The Knowledge module is assessed by equivalent
two-hour paper based and computer based
examinations.

The Skills module examinations F5-F9 are all paper
based three-hour papers containing a mix of
objective and longer type questions. The Corporate
and Business Law (F4) paper is a two- hour
computer based objective test examination which is
also available as a paper based version from the
December 2014 examination session.

The Professional level papers are all three-hour
paper based examinations, all containing two
sections. Section A is compulsory, but there will be
some choice offered in Section B.

For all three hour examination papers, ACCA has
introduced 15 minutes reading and planning time.

This additional time is allowed at the beginning of
each three-hour examination to allow candidates to
read the questions and to begin planning their
answers before they start writing in their answer
books. This time should be used to ensure that all
the information and exam requirements are properly
read and understood.

During reading and planning time candidates may
only annotate their question paper. They may not
write anything in their answer booklets until told to
do so by the invigilator.

The Essentials module papers all have a Section A
containing a major case study question with all
requirements totalling 50 marks relating to this
case. Section B gives students a choice of two from
three 25 mark questions.




Section A of both the P4 and P5 Options papers
contain one 50 mark compulsory question, and
Section B will offer a choice of two from three
questions each worth 25 marks each.

Section A of each of the P6 and P7 Options papers
contains 60 compulsory marks from two questions;
question 1 attracting 35 marks, and question 2
attracting 25 marks. Section B of both these
Options papers will offer a choice of two from three
questions, with each question attracting 20 marks.

All Professional level exams contain four
professional marks.

The pass mark for all ACCA Qualification
examination papers is 50%.

GUIDE TO EXAMINATION ASSESSMENT

ACCA reserves the right to examine anything
contained within the study guide at any examination
session. This includes knowledge, techniques,
principles, theories, and concepts as specified.

For the financial accounting, audit and assurance,
law and tax papers except where indicated
otherwise, ACCA will publish examinable
documents once a year to indicate exactly

what regulations and legislation could potentially be
assessed within identified examination sessions..

For paper based examinations regulation /ssued or
legislation passed on or before 31% August annually,
will be examinable from 1% September of the
following year to 315 August ! of the year after that.
Please refer to the examinable documents for the
paper (where relevant) for further information.

Regulation issued or legislation passed in
accordance with the above dates may be
examinable even if the effective date is in the future.

The term issued or passed relates to when
regulation or legislation has been formally approved.

The term effective relates to when regulation or
legislation must be applied to an entity transactions
and business practices.

The study guide offers more detailed guidance on

the depth and level at which the examinable
documents will be examined. The study guide
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should therefore be read in conjunction with the
examinable documents list.




Syllabus MAIN CAPABILITIES

On successful completion of this paper, candidates

BA (P3) L_» APM (P5)

should be able to:

On successful completion of this paper, candidates

* should be able to:

A Use strategic planning and control models
PM (F5) to plan and monitor organisational performance
A B  Assess and identify relevant macro economic,

fiscal and market factors and key external
influences on organisational performance

MA (F2) C Identify and evaluate the design features of
effective performance management information

AIM and monitoring systems
professional judgement in selecting and applying measurement techniques in evaluating and
strategic management accounting techniques in improving organisational performance
different business contexts and to contribute to the
evaluation of the performance of an organisation E  Advise clients and senior management on
and its strategic development. strategic business performance evaluation and

on recognising vulnerability to corporate failure

F  Identify and assess the impact of current
developments in management accounting and
performance management on measuring,
evaluating and improving organisational
performance

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

Strategic planning and control (A)

A 4
A

y

Economic, fiscal, market and environmental factors (B)

\ 4
A

v v
R Performance P R Strategic performance P
g measurement X g measurement X
systems and design (C) (D)
A 4 A 4
< Performance evaluation and corporate failure >
(E)

A

A 4

Current developments and emerging issues in management accounting and
performance management

(F)
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RATIONALE

The Advanced Performance Management syllabus
further develops key aspects introduced in Paper
F5, Performance Management, at the skills level
and draws on aspects of the material covered from a
more strategic and operational planning perspective
in Paper P3, Business Analysis.

The syllabus introduces candidates to the strategic
role of management accounting as a discipline for
planning and controlling performance so that
strategic objectives can be set, monitored and
controlled. It also covers the impact of external
factors on strategic management issues, such as
macro economic, fiscal, market and environmental
impacts on performance. From appreciating the
strategic context of performance management and
the impact of wider factors, the syllabus examines,
at an operational level, the issues relating to
performance measurement systems and their
design.

The syllabus then moves from performance
management systems and their design to the scope
and application of high-level performance
measurement techniques in a variety of contexts,
including not-for-profit organisations and multi-
national businesses. Having covered the strategic
aspects of performance management and
operational systems for the measurement and
control of performance in a variety of contexts,
candidates are then expected to synthesise this
knowledge in the role of an advisor to senior
management or independent clients on how to
assess and control the performance of an entity,
including the recognition of whether a business is
facing difficulties or possibly failure.

Finally, the syllabus deals with current
developments in performance management and
with emerging issues as they might affect or
influence the management of performance within
organisations.
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DETAILED SYLLABUS

A.

Strategic planning and control

Introduction to strategic management
accounting

Performance management and control of the

organisation

Changes in business structure and
management accounting

Effect of Information Technology (IT) on
strategic management accounting

Other environmental and ethical issues

External influences on organisational
performance

Changing business environment

Impact of external factors on strategy and
performance

Performance measurement systems and design

Performance management information systems
Sources of management information

Recording and processing methods
Management reports

Strategic performance measurement
Performance hierarchy

Strategic performance measures in private
sector

Divisional performance and transfer pricing
issues

Strategic performance measures in not-for-
profit organisations

Non- financial performance indictors
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The role of quality in management information
and performance measurement systems

Performance measurement and strategic
human resource management issues

Performance measurement and the reward
systems

Other behavioural aspects of performance
measurement

Performance evaluation and corporate failure

Alternative views of performance measurement
and management

Strategic performance issues in complex
business structures

Predicting and preventing corporate failure

Current developments and emerging issues
performance management

Current developments in management
accounting techniques

Current issues and trends in performance
management




APPROACH TO EXAMINING THE SYLLABUS

Paper P5 builds on paper F5, Performance
Management, and candidates are expected to have a
thorough understanding of the paper F5 syllabus. In
addition, candidates will also be required to apply
the principles and techniques covered in paper F2,
Management Accounting.

Paper P5 has a link with Paper P3, Business

Analysis, in the areas of strategic planning and
control and performance measurement

EXAMINATION STRUCTURE

The examination will be a three hour paper in two
sections:

Section A

Section A will contain one compulsory question
comprising of 50 marks

Section B

In section B candidates will be asked to answer two
from three questions comprising of 25 marks each

Total 100 marks
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A

b)

c)

d)

e)

f)

g)

a)

b)

c)

Study Guide

STRATEGIC PLANNING AND CONTROL

Introduction to strategic management
accounting

Explain the role of strategic performance

management in strategic planning and control.
[2]

Discuss the role of corporate planning in
clarifying corporate objectives, making strategic
decisions and checking progress towards the
objectives. @

Compare planning and control between the
strategic and operational levels within a
business entity.

Assess the use of strategic management
accounting in the context of multinational
companies.

Discuss the scope for potential conflict
between strategic business plans and short-
term localised decisions.

Evaluate how SWOT analysis may assist in the
performance management process.

Evaluate the methods of benchmarking
performance.

Performance management and control of the
organisation

Evaluate the strengths and weaknesses of
alternative budgeting models and compare
such techniques as fixed and flexible, rolling,
activity based, zero based and incremental.

Assess how budgeting may differ in not-for-
profit organisations from profit-seeking

organisations. ™

Evaluate the impact to an organisation of a
move beyond budgeting
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a)

b)

d)

e)

b)

c)

d)

Changes in business structure and
management accounting

Identify and discuss the particular information
needs of organisations adopting a functional,
divisional or network form and the implications
for performance management.

Assess the influence of Business Process Re-
engineering on systems development and
improvements in organisational performance.

Discuss the concept of business integration and
the linkage between people, operations,
strategy and technology. ?

Analyse the role that performance management
systems play in business integration using
models such as the value chain and
McKinsey's 7S’s &

Identify and discuss the required changes in
management accounting systems as a
consequence of empowering staff to manage
sectors of a business.

Effect of Information Technology (IT) on
strategic management accounting

Assess the changing accounting needs of
modern service orientated businesses
compared with the needs of traditional
manufacturing industry.

Discuss how IT systems provide the
opportunity for instant access to management
accounting data throughout the organisation
and their potential impact on business
performance. &

Assess how IT systems facilitate the remote
input of management accounting data in an
acceptable format by non-finance specialists.

Explain how information systems provide
instant access to previously unavailable data
that can be used for benchmarking and control
purposes and help improve business
performance (for example, through the use of
enterprise resource planning systems and data
warehouses). #’




e)

a)

b)

c)

b)

c)

d)

Assess the need for businesses to continually
refine and develop their management
accounting and information systems if they are
to maintain or improve their performance in an
increasingly competitive and global market.

Other environmental and ethical issues

Discuss the ways in which stakeholder groups
operate and how they effect an organisation
and its strategy formulation and
implementation (e.g. using Mendelow’s
matrix). @

Discuss the ethical issues that may impact on
strategy formulation and business
performance. ¥

Discuss the ways in which stakeholder groups
may influence business performance.

EXTERNAL INFLUENCES ON
ORGANISATIONAL PERFORMANCE

Changing business environment

Assess the continuing effectiveness of
traditional management accounting techniques
within a rapidly changing business
environment.

Assess the impact of the different risk appetites
of stakeholders on performance management '

Evaluate how risk and uncertainty play an
important role in long term strategic planning
and decision-making that relies upon forecasts
of exogenous variables.™

Apply different risk analysis techniques in
assessing business performance such as
maximin, maximax, minimax regret and
expected values.™

Impact of external factors on strategy and
performance

Discuss the need to consider the environment
in which an organisation is operating when
assessing its performance using models such
as PEST and Porter’s 5 forces, including
areas:

i) Political climate

ii) Market conditions

iii) Funding
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b)

b)

c)

f)

g)

a)

b)

Assess the impact of governmental regulations
and policies on performance measurement
techniques used and the performance levels
achieved (for example, in the case of utility
services and former state monopolies).

PERFORMANCE MEASUREMENT SYSTEMS
AND DESIGN

Performance management information systems

Discuss, with reference to performance
management, ways in which the information
requirements of a management structure are
affected by the features of the structure. &

Evaluate the compatibility of the objectives of
management accounting and management
accounting information.

Discuss the integration of management
accounting information within an overall
information system, for example the use of
enterprise resource planning systems.

Evaluate whether the management information
systems are lean and value of the information
that they provide. ™

Highlight the ways in which contingent
(internal and external) factors influence
management accounting and its design and
use.™

Evaluate how anticipated human behaviour will
influence the design of a management
accounting system. ™

Assess the impact of responsibility accounting
on information requirements.

Sources of management information

Discuss the principal internal and external
sources of management accounting
information, their costs and limitations.

Demonstrate how the information might be
used in planning and controlling activities e.g.
benchmarking against similar activities.




c)

a)

b)

c)

a)

a)

b)

c)

d)

Discuss those factors that need to be f)
considered when determining the capacity and
development potential of a system.

g
Recording and processing methods
Demonstrate how the type of business entity
will influence the recording and processing h)
methods. &
Discuss how IT developments e.g. unified i)
corporate databases, RFIDs and network
technology may influence management
accounting systems. &

2.
Discuss the difficulties associated with
recording and processing data of a qualitative
nature. ' a)
Management reports
Evaluate the output reports of an information b)

system in the light of
i) best practice in presentation;
ii) the objectives of the report/organisation; c)
iii_ the needs of the readers of the report; and
iv) avoiding the problem of information
overload

STRATEGIC PERFORMANCE MEASUREMENT
Performance hierarchy

Discuss how the purpose, structure and
content of a mission statement impacts on
business performance.

Discuss the ways in which high-level corporate
performance objectives are developed. d)

Identify strategic objectives and discuss how
they may be incorporated into the business
plan. e)

Discuss how strategic objectives are cascaded
down the organisation via the formulation of
subsidiary performance objectives. ! f)

Discuss social and ethical obligations that

should be considered in the pursuit of
corporate performance objectives.
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Explain the performance ‘planning gap’ and
evaluate alternative strategies to fill that gap.”®

Apply critical success factor analysis in
developing performance metrics from business
objectives. !

Identify and discuss the characteristics of
operational performance. !

Discuss the relative significance of planning as
against controlling activities at different levels
in the performance hierarchy. ™

Strategic performance measures in private
sector

Demonstrate why the primary objective of
financial performance should be primarily
concerned with the benefits to shareholders.

Justify the crucial objectives of survival and
business growth.

Discuss the appropriateness of, and apply

different measures of performance,

including: ®

i) Return on Capital Employed (ROCE)

ii) Return on Investment (ROI)

iii) Earnings Per Share (EPS)

iv) Earnings Before Interest, Tax,
Depreciation and Amortisation (EBITDA)

v) Residual Income (RI)

vi) Net Present value (NPV)

vii) Internal rate of return and modified
internal Rate of Return (IRR, MIRR)

viii) Economic Value Added (EVA ™)

Discuss why indicators of liquidity and gearing
need to considered in conjunction with
profitability. !

Compare and contrast short and long run
financial performance and the resulting
management issues.

Explore the traditional relationship between
profits and share value with the long-term
profit expectations of the stock market and
recent financial performance of new technology
companies.




g)

b)

c)

d)

e)

b)

c)

d)

f)

Assess the relative financial performance of the
organisation compared to appropriate
benchmarks. &

Divisional performance and transfer pricing
issues

Describe, compute and evaluate performance
measures relevant in a divisionalised
organisation structure including ROI, Rl and
Economic value added (EVA).®

Discuss the need for separate measures in
respect of managerial and divisional
performance. &

Discuss the circumstances in which a transfer
pricing policy may be needed and discuss the
necessary criteria for its design.

Demonstrate and evaluate the use of
alternative bases for transfer pricing.

Explain and demonstrate issues that require
consideration when setting transfer prices in
multinational companies.

Strategic performance measures in not-for-
profit organisations

Highlight and discuss the potential for diversity
in objectives depending on organisation type. ™

Discuss the need to achieve objectives with
limited funds that may not be controllable. !

Identify and discuss ways in which
performance may be judged in not-for profit
organisations.

Discuss the difficulties in measuring outputs
when performance is not judged in terms of
money or an easily quantifiable objective.

Discuss how the combination of politics and
the desire to measure public sector
performance may result in undesirable service
outcomes. ¥

Assess ‘value for money’ service provision as a

measure of performance in not-for-profit
organisations and the public sector. ™

© ACCA 2014 All rights reserved.

a)

b)

c)

d)

f)

b)

c)

d)

Non-financial performance indicators

Discuss the interaction of non-financial
performance indicators with financial
performance indicators.

Discuss the implications of the growing
emphasis on non-financial performance
indicators. ™

Discuss the significance of non-financial
performance indicators in relation to
employees. @

Identify and discuss the significance of non-
financial performance indicators in relation to
product/service quality e.g. customer
satisfaction reports, repeat business ratings,
customer loyalty, access and availability. ™!

Discuss the difficulties in interpreting data on
qualitative issues.

Discuss the significance of brand awareness
and company profile and their potential impact
on business performance.

The role of quality in management information
and performance measurement systems

Discuss and evaluate the application of
Japanese business practices and management
accounting techniques, including:

i) Kaizen costing,

ii) Target costing,

i) Just-in-time, and

iv) Total Quality Management.

Discriminate between quality, quality
assurance, quality control and quality
management.

Assess the relationship of quality management
to the performance management strategy of an
organisation.

Advise on the structure and benefits of quality
management systems and quality
certification.

Justify the need and assess the characteristics
of quality in management information
systems®’




f)

b)

c)

b)

c)

d)

b)

Discuss and apply Six Sigma as a quality
improvement method using tools such as
DMAIC for implementation.

Performance measurement and strategic
Human Resource Management issues

Explain how the effective recruitment,
management and motivation of people are
necessary for enabling strategic and operational
success. ¥

Discuss the judgemental and developmental
roles of assessment and appraisal and their
role in improving business performance. ©!

Advise on the relationship of performance
management to performance measurement
(performance rating) and determine the
implications of performance measurement to
quality initiatives and process redesign.

Performance measurement and the reward
systems

Explore the meaning and scope of reward
systems. &

Discuss and evaluate different methods of
reward practices. %!

Explore the principles and difficulty of aligning
reward practices with strategy. &’

Advise on the relationship of reward
management to quality initiatives, process re-
design and harnessing of e-business
opportunities.

Assess the potential beneficial and adverse
consequences of linking reward schemes to
performance measurement for example, how it
can affect the risk appetite of employees. ™

Other behaviour aspects of performance
measurement

Discuss the accountability issues that might
arise from performance measurement

systems. ¥

Evaluate the ways in which performance
measurements systems may send the wrong
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c)

b)

c)

d)

f)

b)

c)

signals and result in undesirable business
consequences.

Demonstrate how management style needs to
be considered when designing an effective
performance measurement system. '

PERFORMANCE EVALUATION AND
CORPORATE FAILURE

Alternative views of performance measurement
and management

Evaluate the ‘balanced scorecard’ approach as
a way in which to improve the range and
linkage between performance measures.

Evaluate the ‘performance pyramid’ as a way in
which to link strategy, operations and
performance.

Evaluate the work of Fitzgerald and Moon that
considers performance measurement in
business services using building blocks for
dimensions, standards and rewards. ©

Discuss and apply the Performance Prism. @

Discuss and evaluate the application of
activity-based management. ©®

Evaluate and apply the value-based
management approaches to performance
management. ¥

Strategic performance issues in complex
business structures

Evaluate the use and the application of
strategic models in assessing the business
performance of an entity, such as Ansoff,
Boston Consulting Group and Porter. ©!

Discuss the problems encountered in planning,
controlling and measuring performance levels,
e.g. productivity, profitability, quality and
service levels, in complex business

structures. ™

Discuss the impact on performance
management of the use of business models
involving strategic alliances, joint ventures and
complex supply chain structures. ©




b)

c)

d)

e)

a)

b)

c)

d)

b)

Predicting and preventing corporate failure

Assess the potential likelihood of corporate
failure, utilising quantitative and qualitative
performance measures and models (such as Z-
scores and Argenti). ¥

Assess and critique quantitative and qualitative
corporate failure prediction models.

Identify and discuss performance improvement
strategies that may be adopted in order to
prevent corporate failure, ©!

Discuss how long-term survival necessitates
consideration of life-cycle issues.

Identify and discuss operational changes to
performance management systems required to
implement the performance improvement
strategies. ¥

CURRENT DEVELOPMENTS AND EMERGING
ISSUES IN PERFORMANCE MANAGEMENT

Current developments in management
accounting techniques

Discuss the ways through which management
accounting practitioners are made aware of
new techniques and how they evaluate

them. ¥

Discuss, evaluate and apply environmental
management accounting using for example
lifecycle costing, input/output analysis and
activity-based costing.

Discuss the use of benchmarking in public
sector performance (league tables) and its
effects on operational and strategic
management and client behaviour. !

Discuss the issues surrounding the use of
targets in public sector organisations.

Current issues and trends in performance
management

Assess the changing role of the management
accountant in today’s business environment as
outlined by Burns and Scapens.

Discuss contemporary issues in performance
management.
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c)

d)

Discuss how changing organisation’s structure,
culture and strategy will influence the adoption
of new performance measurement methods
and techniques. ™

Explore the role of the management accountant
in providing key performance information for
integrated reporting to stakeholders.




SUMMARY OF CHANGES TO P5
ACCA periodically reviews its qualification syllabuses so that they fully meet the needs of stakeholders such as
employers, students, regulatory and advisory bodies and learning providers.

There are changes to the syllabus to reflect the latest business and educational developments affecting this
paper. These are summarised in the table below.

Section and subject area Syllabus content

New F2d) added Explore the role of the management accountant in
providing key performance information for
integrated reporting to stakeholders..
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